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41 


9.25*73 Filed Indictment: l8:371-conspiracy to violate federal 
security laws (Count 1); l5:77q» 77x, 78j(b), 78ff, 

78o(c)(2) & l8:2-fraud In the offer and sale of securities; 
fraud In connection with purchase and sale (Counts 2-4); 
l8:134l” u sing the malls to defraud In a scheme to raise 
stock prices (Counts 5-11); l8:1001-maklng false statements 
before S.E.C. (Counts 12-13). 

10.9.73 ALL DEFENDANTS (Attys present) Plead not guilty. 

10.18.73 THEODORE KOSS-filed affidavit and notice of motion for 
bill of particulars, inspection, severance, inspection 

of grand jury minutes and to dismiss; filed memorandum in 
t ' support of motions 

12.13.73 v iled Govt, memorandum of law 

1.24*74 p HEODORE KOSS. filed supplemental affidavit of Morris 

Veissberg in support of motion for bill of particulars, 
for discovery and Inspection of documents and grand Jury 
minutes, to dismiss the Indictment, etc. 

2.26.74 THEODORE KOSS. filed memo endorsed on motion dtd 10/l8/73* 
Motion for bill of particulars denied in part-granted in 
part; motion for discovery, denied; motion to inspect 
exculpatory evidence, The govt shall apprise the movants of 
the existence of such material as soon as it is aware of 
it. Motion for severance will be disposed of in a separate 
memorandum. Motion to inspect grand Jury minutes denied. 

So ordered. METZNER, J. 

3.12.74 filed OPINION #40lt45. The motion by eleven defendants for 
severance is denied for reasons indicated, without preju¬ 
dice to renewal if the proceedings at trial justify 

such action. 

3.28.74 THEODORE KOSS. fllod affidavit in support of application 
to appoint Morris .veissberg atty. Piled affidavit in sup¬ 
port of application for appointment of counsel. 

3.29.74 filed Govt Order and affidavit for an order that Counts 

12 Sc 13 of the indictment be tried separately from Counts 
1 thru 11, and this Court having granted such motion by 
Order dtd 3/12/74 and the Govt having moved for reconsi¬ 
deration with respect to Count 13 of the indictment herein, 
and this Court have reconsidered the matter, and lefts not 
having objected, it Is hereby ordered that the motion for 

a trial of Count 13 of the indictment herein separate from 
counts 1 thru 11 Is denied. METZNER, J. 

4*2.74 filed Govt third supplemental bill of particulars 

4.5.74 filed pltfs 4^h supplemental bill of particulars 

4.17.74 filed Govt affidavit for the purpose of clarifying Count 

13 of indictment for defts. Theo.Koss Sc Koss Securities Co. 

4.17.74 filed Govt second supplemental bill of particulars 
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4 . 17 . 714 - 

4 . 18.74 

4.19.74 

4.22.74 

4 . 23.74 


4. 24.74 

4.25.74 

4.26.74 

4.29.74 

5.6.74 


5.7.74 


5.6.74 


Jury empaneled and sworn. Trial begun as to Theodore Koss* 
Koss Securities Corp.; Erwin Layne; William McGee; Stephen 
Hagler; and severed as to Samuel Weisman and Harold Lassoff. 

Trial continued, METZNER, J. 


Trial continued, Juror #11 is reclamed by Alt.Juror #1. 
METZNER. J ‘ 


Trial 

continued. 

METZNER, 

Trial continued, 
METZNER, J. 

Juror #5 

Trial 

continued. 

MSTZVER, 

Trial 

continued. 

METZNER, 

Trial 

continued, 

METZNER, 

Trial 

continued. 

METZNER, 


J. 

Is replaced by Alt.Juror #2. 

J. 

J. 

J. 

J. 


Trial continued. The court directs that alternate juror 
Howard Perry i~ excused from any further Jury service. 
METZNER, J. 


Govt, rests. The Govt, consents to strike the following 
from the means of conspiracy as to Koss and Koss Security 
f> l(a), 21(h), 21(J) 21(L), 21(n). Defts. Koss and Koss 
Securities move to dismiss counts 6, 7, 9 and 10 - Granted. 
All other motions are denied. METZNER, J. 


Trial continued. 


5. ).74 Trial continued. 

5.10.74 Trial continued and concluded Jury verdict 3:15 P.M. 

')eft. Koss GUILTY on counts 1, 2, 3, 1^, 5# 8, 11 and 13. 

All motions to be submitted on paper. Presentence report 
ordered. Sentence June l4, 1974* Bail continued. Jury polled 

Deft. Koss Securities Cor. GUILTY on counts 1, 2, 3, !*, 5, 

8 and 11. All motions to be submitted on papers. Presenten¬ 
ce report ordered. Sentence June l4, 1974* Bail continued. 
Jury polled. 

6.7.74 THEODORE KOSS V KOS . SECURITIES CORP. Piled motion for new 
trial and memorandum in support of motion for new trial 
Rule 33 R.C.P. 


6.II4..74 "HEODORE KOSS (atty present) filed JUDGMENT. It is adjud¬ 
ged that the defendant is hereby committed to the custody 
of the Attorney General or his authorized representative 
for imprisonment for a period of One (1) Year on Count 1. 
Imposition of sentence is suspended on the remaining 
counts and the defendant is placed on probation for a 
period of Three (3) Years to commence upon expiration of 
sentence on count One and subject to the standing proba- 
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6.II4..7I+ tion order of this Court. The defendant is continued on 
present bail and to post new bail pending appeal. 

METZNER, J. (Copies issued). 

6.14.74 KOSS SECURITIES CORP. (atty present'. Filed JUDGMENT. It 
is adjudged that the defendant is ned the sura of 
, 1 . 1 , 500.00 on Count One. The fine is to be paid within 
Thirty (30) days from the date of this order. Imoosition 
of sentence is suspended on the remaining counts. 

METZNER, J. (Copies issued). 

6 .I 7 . 7 I 4 . dKODORE KOSS. Filed Govt, memo of law in opposition to 
motion for new trial 

6.24.71+ TFfZOOORE KOSS KOSS SECURITIES CORP. Filed notice of 
appeal from the final Judgment entered on 6 / 14 / 74 . 

6.24.74 Filed Memo and Order--The application to proceed on appeal 
in forma pauperis is denied on the basis that the deft's 
financial condition does not Justify such relief. 

So ordered. METZNER, J. 
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INDICTMENT 


CO TT NT ONE 

The buand Jrjrv chargesj 

1. >om on o- about the first day of November, 1970 and continuously 
thereafter, u n to and including the date of the filing of this Indict¬ 
ment, in the Southern District of N ew y orU an d elsewhere, THEODORE 
K 033 , KOSS SEC’r'TTJKS C0 r, :‘0 T »AT' r 0N, STEPHEN rjsJMius, r 'OBI' r, T SANTIS, 
HET'BEBm S U1 1LMAN, STEVEN ADI. M Ab, ^OBIT'T KOLBLTT. STANLEY SCHVTA^TZ, 
SAM’TO, WJvTSMAN, T lA T ’OT.^ LASSO^u, MARTIN t>OTH, LTWTN LAYNE, F'WTN 
t !MT*AN , WILLIAM MoOEE, STEPHEN HA«LE" and DAN ANVANO, the defendants 
he-ein, and Automated T n fornation Systems, Inc., Michael Hellerman, 
Mu-ray '^ayl 0 r», tfurray Levine, ^obe-t Angona, Tnterstate Fqulty Cor¬ 
poration and Atlantic Securities, m.med herein as co—conspirators 
but not as defendants, unlawfully, wilfully and knowingly did combine, 
consoiT»e, confederate and agree together «nd with each other and with 
other persons known and unknown to the brand Jury to coranit certain 
offenses against the united States of Ame-ica, to wit, violations of 
Title 19, united States rode. Sections 77q(a), 77(x), 7flj(b) and 7flff 
and u,ji e 10b-9 (17 b.u.o. ?l|0.10b-5) of the rules and regulations 
promulgated by the T mlted states Securities and Exchange Commission 
(’’Commission*) unde- the Securities Exchange Act of 193i* ("Exchange 
Act”); and Title 18 'Tnited States Code, Section 13^1. 

* * it 

OBJECTS OP THE CONSPIRACY 

13. It was part 0 f said conspiracy that the defendants and co-conspi- 
rators unlawfully, wilfully and knowingly, in the offer to sell and 
sale of securities, to wit, the common stock of co-conspirator 
Automated Information Systems, Inc., by the use of means end instru¬ 
ments of transportation and communication in interstate commerce and 
by use of the nails, would directly and indirectly, (a) f mloy devices. 
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schemes and artifices to defraud; (b) obtain money and property by 
moans of untrue statements of material facts and omissions to state 
material facts necessary in order to make the statements made, in 
ll^ht of circ imstances under which they were made, not misleading; 
and (c) engage in transactions, practices and courses of business 
watch operated and would operate as a fraud and deceit upon the 
purchasers of the aforementioned securities and upon any and all 
persons to whom the said defendants and co-conspirators, directly 
and Indirectly, would attempt to sell the aforementioned securities* 

19« It was further part of said conspiracy that the defendants 
and co-conspirators, in connection with the purchase and sale of 
securities, to wit, the common 3tock of co-conspirator Automated 
Information Systems, Inc., would and did, directly and indirectly, 
ust'. means and instrumentalities of interstate commerce and the malls 
to use and employ manipulative and deceptive devices and contrivan¬ 
ces in contravention of Rule 10b-5 (17 C.F.F. 2l;.0.10b-5) of the 
rules and regulations promulgated by the Commission. 

20. It was further part of said conspiracy that the defendants 
ana co-consoirators, having devised and intending to devise a scheme 
and artifice to defraud, and attempting so to do, would place and 
cause to be placed In post offices and autnorized depositories for 
ria i 1 matter, and would cause to be delivered by mail according to 
the direction thereon, certain matter to be sent and delivered by 
the Post Office Department. 

MJ''ANS OF THE CONSPIRACY 

21. Among the means by which the defendants and co-conspirators 
would and did carry on such conspiracy were the following: 

(c) In or about January and February, 1971, defendants STEPHEN 
ZARDUS, ROBERT SANTIS and THEODORE K0S3 agreed that co-conspirators 


? 
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Murray Taylor and Michael Hellerrnan would supply defendant STEP MEN 
ZARDUS with the names of subscribers and the monies to purchase 
5°,°00 shares, of common stock of co-conspirator Automated 
Information Systems, Inc. 

(d) Defendant ROBERT SANTIS and co-consolrator Michael Hellerrnan 
agreed that defendant ROBERT SANTIS would pay to co-conspirator 
Michael Hellerrnan approximately one half of the proceeds of the 
underwriting. 

(e) In or about February, 1971 and March, 1971, defendants MARTIN 
ROTH and ERWIN LAYNE and co-conspirators Michael Hellerrnan and 
Murray Taylor and others signed stock powers for several certifica¬ 
tes issued In the names of subscribers supplied to defendant 
STEPHEN ZARDUS by co-conspirator Michael Hellerrnan. 

(f) In or about March and April, 1971, defendants THEODORE KOSS, 
KOSS SECURITIES CORPORATION, and HERBERT 3HULMAN, and others traded 
the common stock of co-conspirator Automated Information Systems, 

'nc. in the over-the-counter market, while defendant STEPHEN ZARDUS, 
and co-conspirators Michael Hellerrnan and Murray Taylor and Inter- 
State Equity Corporation were selling common stock of Automated 
information Systems, Inc. through co-conspirator Interstate Equity 
Corporat ion. 

(z) In or about March and April, 1971, defendants THEODORE KOSS 
and KOSS 1EC JPITIE3 CORPORATION purchased shares of the common 
stock of Automated Information Systems, Inc. from their customers 
and placed the shares in the firm account; 3 aid shares were purcha¬ 
sed from these customers below the prevailing market price. 

(i) In or about Aoril, 1971, defendants HERBERT SHULMAN, STEVEN 
ADLMAN and ROBERT KOLBERT met and agreed with co-conspirator Michael 
Hellerrnan that defendants HERBERT SHULMAN, STEVEN VDLMAM and ROBERT 
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KOLHEHT would trade and recommend to brokers and Investors that they 
purchase the common stock of co-conspirator Automated Information 

Systems, Inc.; defendants HERBERT SH'JLMAN, STEVEN ADLMAN and R03ERT 
KOLBERT received cash payments. 

(k) In or about April, May and June, 1971 , defendants MARTIN ROTH 
and ERWIN LAYNE, and others endorsed checks drawn against the 
account of co-consoirator Interstate Equity Corporation In the names 
of persons unknown to them; said checks were then delivered to co- 
conspirator Michael Hellerman who cashed said checks. 

(m) In or about June, 1971, defendants WILITAM McOEE and STEPHEN 
HAULER received cash payments for recommending and influencing 
others to purchase the common stock of co-conspirator Automated 
Information Systems, Inc. 

22. As a result of the manipulative and deceptive devices 
enumerated in paragraph 21 hereinabove, the over-the-counter market 
price of the common stock of co-conspirator Automated Information 
Systems, Inc. rose from :tl.00 per share to approximately 

per share, 

23. As a result of the manipulative and deceptive devices enu¬ 
merated in paragraph 21 hereinabove, investors in the common stock 
of Automated Information Systems, Inc. incurred financial loss. 

OVERT ACTS 

2 I 4 ., In furtherance of the conspiracy and to effect the objects 
thereof, the defendants committed the following overt acts, among 
others, in the Southern District of New York: 

(a) In or about oanuary, 1971, ROBERT SANTIS and STEPHEN 
ZARDHS entered the Plaza Hotel, New York, New York. 

(b) On or about February 22, 1971, STEPHEN ZARDUS entered the 




INDICTMENT 


A8 


Pier 52 restaurant in New York, New York; 

(c) On or about March 1, 1971, defendant ROBERT o^NTIS delivered 
two cashiers checks payable to "Louis Dreenblatt"; 

(d) On or about April 7, 1971, defendant STEPHEN ZARDUS and co¬ 
conspirator Interstate Equity Corporation purchased approximately 
1100 shares of the common stock of co-conspirator Automated Infor¬ 
mation Systems, Inc. from defendants TEODORS KOSS and *OS j SECURI¬ 
TIES COP ‘ORATION for the account of "Sidonie Horner". 

(I) Oi or about May 25, 1971, defendant STEVEN ADLMAN sold 2000 
shares o:’ the common stock of co-conspirator Automated Information 
Systems, Inc.; 

(J) On or about June Ip , 1971, defendant ROBERT KOLBERT ourchased 
i|00 shares of the common stock of co-conspirator Automated Informa¬ 
tion Systems, Inc. for the account of "E. Chapin"; 

(k) On or about June 6, 1971, defendant WILLIAM McGEE received 
cash; 

(l) On or about June 6, 1971, defendant STEPHEN HADLER received 
cash; 

(o) On or about June 18, 1971, defendant ERVIN LAYNE had a 
conversation. 

(Title 18, United States Code, Section 371). 
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COUNT TWO The Grand Jury further charges: 

1. Prom on or about the first day of November, 1970, up to and 
including the date of the filing of this Indictment, in the Southern 
District of New York and elsewhere, the defendants, THEODORE KOSS, 
KOSS SEC' 'ilTIES f'O^PORATION, STEPHEN ZAR^TTS, ROBERT SANTIS and 

ST4 ILEY SCHWARTZ and others, unlawfully, wilfully and knowingly, in 
the offer and sale of securities, to wit, the common stock of Auto¬ 
mated Information Systems, Inc. by the use of the means and instrume¬ 
nts of transportation and communication in interstate commerce and by 
use of the mails, directly and indirectly, (a) did employ a device, 
scheme and artifice to defraud; (b) did obtain money and property by 
means of untrue statements of material facts necessary in order to 
make the statements made, in the light of the circumstances under 
which they were made, not ilsleading; and (c) did engage in transac¬ 
tions, practices and courses of business which would and did operate 
as a fraud and deceit upon purchasers of said securities and other 
persons whom the said defendants, directly and indirectly attempted 
to induce to purchase said securities. 

2. The allegations contained in paragraoh 21 of Count One of 
this Indictment are repeated and realleged as though fully set forth 
herein as constituting and describing the means by which the defen¬ 
dants committed the offense charged in paragraph 1 of this count. 

3. On or about the dates hereinafter set forth In Count Two, 

in the Southern District of New York, the defendants, THEODORE KOSS, 
KOSf SECURITIES CORPORATION, STEPHEN ZARdUS ROBERT SANTIS and 
STANLEY SCHWARTZ, unlawfully, wilfully and knowingly did use and 
cause to be used the means and instruments of transportation and 
commuuication in interstate commerce and the mails pursuant to and 
in furtherance of the scheme alleged in paragraph one of this count 
as hereinafter set forth: 
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DATE 

TaT 

March 2 , 1971 


(b) 

May 21, 1971 


ADDRESSEE 

Interstate Equity Com. 
44 Trove St, NewYork.’ 
New York 


Atlantic Securities 
44 Beaver St. 

New York, New York 

nlted States Code, Sections 
united States Code, Section 2). 


MATTER 

Check for the purchase of 2000 
aharea of the common stock 
of Automated Information 
Systems, Inc. 

check for the purchase of 1000 
shares of the common stock 
of Automated Information 
Systems, Inc. 

77q and 77x; and Title 18, 


CO7 NT -. THREE The Grand Jury further charges: 

1. From on or about the first day of November, 1 9 70. up to and 
i-eluding the date of the filing of this Indictment, in the Southern 
District of New York and elsewhere, the defendants THEODORE KOSS, 
KOiS SECURITIES CORPORATION, STEPHEN ZARDtrs, ROBERT SANTIS, HERBERT 
3HULMAN, STF-VEN ADLhAN, ROBERT FOLBEPT, STANLEY SCHWARTZ, SAMUEL 
VEISMAM, HAROLD LASiOH% MARTIN ROTH, ERWIN LAYNE, IRWIN HYMAN, 
WILLIAM MeSEE, STEPHEN HAULER and DAN ANFANG, and others, unlawfully, 
wilfully and knowingly did, directly and indirectly, by use of means’ 
and instrumentalities of Interstate commerce and the mails, use and 
employ In connection with the purchase and sale of securities, to 
wit, the common stock of Automated Information Systems, Inc., mani¬ 
pulative and deceptive devices and contrivances in contravention of 
Rule 10b-5 (17 O.F.R. Section 240.10b-5) of the rules and regula¬ 
tions of the United States Securities and Exchange Commission. 

2. The allegations contained in paragraph 21 of Count One of this 
Indictment are repeated and realleged as though fully set forth 
herein, as consulting and describing the means by which the defen¬ 
dants committed the offense charged in paragraph 1 of this count. 

3. On or about the dates hereinafter set forth in Count Three, 

In the Southern District of New York, said defendants unlawfully. 
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wilfully and knowingly did use and cause to be used means and 
instrumentalities of interstate commerce and tne malls pursuant to 
and in furtherance of the scheme aliened in paragraph 1 of thi 3 count, 
by causing orders to purchase the common stock of Automated Informa¬ 
tion Systems, Inc., to be sent through the mails to the persons 
hereinafter set forth the matter hereinafter set forth: 


DATE 

(a) 

March 18, 1971 


(b) 

May 3, 1971 


(c) 

June 7, 1971 


ADDRESSEE 


J. Lepson 


MATTER 

Confirmation of purchase of 500 
shares of Automated Information 
Systems, Inc. common stock. 

Bernard .Veber Confirmat ion of purch ase of 500 
shares of Automated Information 
Systems, Inc. common stock 

M. Fa'lteich 


Confirmation of purchase of 1000 
shares of Automated Information 
Systems, Inc. common stock. 

(Title 15, United States Code, Sections 78j(b) and 78ff; Title 18 
United States Code, Section 2.) 

COUNT FOUR The Brand Jury further charges; 

1. From on or about the first day of November, 1970, up to and 
including the date of the filing of this Indictment, in the Southern 
District of New York and elsewhere, the defendants, THEODORE KOSS, 
K0S-; SECURITIES CORPORATION and STEPHEN ZARDTJS, and others, unlaw¬ 
fully, wilfully and knowingly did, directly and indirectly, by use 
of means and instrumentalities of interstate commerce and the mails 
effect transactions in, and Induce and attempted to induce the pur¬ 
chase and sale of the common stock of Automated Information Systems, 
Tnc., in connection with fraudulent, deceptive and manipulative acts 
and practices in contravention of Rule 15(c) 2-4 (17 C.F.R. 240.15(c) 
2-4) of the rules and regulations of the United States Securities 
and Exchange Commission. 

2. The allegation contained in paragraph 21 of Count One of this 
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Indictment are repeated and realleged as though fully set forth 
herein, as constituting and describing the me 9 ns by which the 
defendants committed the offense charged In paragraph 1 of this count. 

3. The defendants, while DarticlpatIn* In the distribution of 
securities, to wit, the common stuck of Automated I if or nation Sys¬ 
tems, Inc., on an "a 11-or-none ” basis underwriting did unlawfully, 
wilfully and knowingly fall to promptly deposit the monies received 
from the underwriting in a separate bank account, as agent and 
trustee for the persons who had the beneficial Interests in said 
monids and did fail to promptly transmit to a bank which had agreed 
in writing to hold all such funds in escrow for the persons who had 
the beneficial interests therein all such monies received from the 
underwriting. 

(Titlt liJ, United States Code, Sections 780 (c)(2) and 70ff; Title 10 
United States Code, Section 2.) 

CO UNTS FIVE THROUGH ELE VEN. The Orand Jury further charges 

1. From on or about the first day of November, 1970, up to and 
including the date of the filing of this Indictment, In the Southern 
District of New York and elsewhere, the defendants, TIEODO p E KOS 
*0 *S SEOJ^I^IKS CORPORATION, STEPHEN ?\RU T J3, ROBERT SANTIS, HERBERT 
3HULMAN, STEVEN ADLMAN, ROBERT TOLBERT, STANLEY SCHWARTZ, SAMUEL 
WEIS IAN, HAROLD LASSOF-', MARTIN ROTH, ERVIN LAYNE, IRVIN HYMEN, 

WILLIAM McQEE, STEPHEN HAULER, and DAIJ ANFANO, and others, unlawfully, 
wilfully and knowingly did devise and intend to devise a scheme to 
defraud purchasers of the common stock of Automated Information 
Systems, Inc., and to obtain money and property from saidperaons by 
means of false and fraudulent pretenses, representations and 
promises, and for the purpose of executing said scheme and artifice 
to defraud and attempting 30 to do, did place and cause to be placed 
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in Dost offices and authorized depositories for mail matter and did 
cause to be delivered by mail, according to the directions thereon, 
certain matter to be sent and delivered by the Post Office Department, 
as more particularly set forth below. 

The allegations contained In paragranh 21 of Count 1 of this 
Indictment are repeated and realleged as tnojgh fully set forth 
herein as constituting and describing the means by which the defen¬ 
dants committed the offense charged in Paragraph One of those counts. 

3. On or about the dates hereinafter set forth in Counts five 
through Eleven in the Southern District of New York and elsewhere, 
said defendants unlawfully, wilfully and knowingly did cause to be 
placed in post offices and autuorized depositories for mall, and did 
cause to be delivered by mail by the Post Office Department according 
to the directions thereon, to the persons hereinafter set forth, the 


matter hereinafter set 

forth. 


COUNT 

DATE 

ADDRESSEE 

MATTER 

5 

April 21, 1971 

Jackie Mason 

Confirmation of purchase of 600 
shares of Automated Information 
Systems, Inc. common stock 

8 

June l+, 1971 

K. Chapin 

Confirmation of purchase of I 4 .OO 
shares of Automated Information 
Systems, Inc. common stock 

11 

June 11, 1971 

« n .. . . . ^ 

H, Zankel 

Confirmati on of purchase of 200 
shares of Automated Information 
Systems, Inc. common stock. 


( 1 * 18, United States Code, Sections 13^1 and 2.) 


COUNT THIRTEEN The Crand Jury further charges: 

1. On or about June 15, 1»71, in the Southern District of New 
York, tho defendant THEODORE KOSS, in a matter within the Juris¬ 
diction of the United 3tates Securities and Exchange Commission, did 
unlawfully, wilfully and knowingly make and use and submit false 
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writings and documents to said United States Securities and 
Exchange Commission knowing the same to contain false, fictitious 
and fraudulent statements and entries, to wit, documents reflec¬ 
ting purchases and sales of the common stock of Automated Informa- 

4 

tlon Systems, Inc., by and through the brokerage firm of KOSS 
SECURITIES CORPORATION. 

(Title 18, United States Code, Section 1001.) 


E0 REMAN 


FX'JL J. ttJftRAH- 

United States Attorney 
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made or reached an understanding with representatives of 
the United States Attorney's office as to how many crimes 
you should plead guilty to? 

A Yes, sir. 

0 What was that first understanding? 

That I would plead guilty to one count in the 
stock fraud of the Imperial Investment Corporation and I 
wouldn't be required to testify for the Government, and I 
wouldn't be prosecuted for the stock frauds, the additional 
stock frauds, that I had done up to that point. 

0 Mr. Hellerman, did there come a time when you 
committed the crimes in a stock called Automated Information 
Systems, Inc.? 

A Yes, sir. 

V And that was after you made this understanding 
with the Government, is that correct? 

A Yes it is, sir. 

Q And as a result of your commiting crimes in 

Automated Information Systems, Inc., did you reach a new 
understanding with the Government? 

A Because of the crimes I committed in Automated 
Information Systems and other crimes after Automated 

Information Systems my attorneys negotiated a new understandii 
with the Government for me. 
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t * 

0 What was that new understanding? 

A Instead of my exposure to jail being a maximum 
of two years I had to plead to two different, two additional 
indictments, and — 

Q Excuse me, Mr. Hellerman. Were those two the 
At Your Service Leasing case and the Belmont Franchise? 

A Yes, they were, sir. And by pleading to those two 
additional cases when I was sentenced by Judge Lasker 
my exposure to jail was now six years instead of two years, 
which was my first understanding, and on top of that I 
now had to testify for the Government where in the first 
case ] didn't have to testify. In the first understanding 
with the Government I didn't have to testify. 


southern district court reporter*. u.». COURTHOUSE 
FOLEY SOUARE. NE» YORK. h.V. CO T-«*»0 
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2 

0 So, jn other words, Mr. Ilellerrmn, as a result 


3 

of your committing crimes in connection with the stock of 


4 

'utomated Information Systems, Inc. and other crimes, the 

j 

5 

rrovornnent required vou to plead guilty to two additional 


6 

indictments and also testify truthfully in all cases that 


7 

the government required you to testify; is that correct? 


8 

in. PAN2FR; Is Mr. forkin testifying or Mr. 


9 

l.ellorman testifying? 


10 

'’Fd COURT: The witness in perfectly competent 


11 

to testify, Mr. Sorkin. You just ask questions. 


12 

• 

1”. FORKIN: Very well, your Honor. 


13 

Mr. Hellerman, do you know a man bv the name 


14 

of Murray Levine, L-e-v-i-n-c? 


15 

Yes, sir; T know two Murray Levines. I know 


16 

urray Levine, who is a union representative, and I know 


17 

! urray Levine, a stock broker that worked for Mr. Koss. 


18 

Do you e Mr. Koss in tlie courtroom todav? 


19 

A Yes, I do. 


20 

Mill you please identify him for the Court and 


21 

the jury? 


22 

A The second gentleman on>.the left with the maroon 


23 

tie. 


24 

FIR. FORKIN: May the record reflect the 


25 

identification of the defendant Koss? 
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Hollerman-direct 
THH COURT: Mr. Weissberq? 

MR. TfETSSDEPG: Yes, your Honor, 

run COURT: Correct identification. 

° r,r - "olleriMn, lot no direct vour attention to 
approximately late December of 1970. nid vou have a meet- 
Inq with Mr. Levine? 

A Yes, I did, sir. 

..’hero van this neotino held? 

At the !jGV/ Matsby's Restaurant in Mew YorJc City. 
Mas anyone else present? 

Yes, sir. 

Mho else? 


o 

A 

n 

A 

n 


A 

o 


Murrnv Taylor and nvself, sir. 

Mid you have a conversation with Mr. Levine? 

* Yes, I did, sir. 

Tell the Court and jury, please, what vou said 
to r>r. Levine, chat Mr. Taylor anid to vou and Mint you said 
to both those qentlemen? The entire conversation. 

MR. MITCHELL: Your Honor, I will nake the first 
o! jaction so that it mav be taken subject to connection. 

'HU* COURT: Penied. 

rleaso toll us the conversation, Mr. Hellerinan. 

Mr.Tavlor said that he had arranged this neetinr? 
between Mr. Murrav Lev no, the stock, broker, and ryself to 


«OUT HtflM OlftT NIC T COUNT NEPONTEN*. U COUNT MOUSE 

EOLCT SOUANE. NEW YORK, N.V. CO 7-«l(0 



A19 




°I’3 Fellerman-direct 

put together a deal, being to sell an underwriting, that 
Kosr, Securities and Teddv Koss were trving to underwrite. 

And I said to Mr. Levine that I would do the 
underwriting in Automated Information Systems and I would 

Luv the whole G5,000 shares of stock at SI a share, which 

_ ‘ '* * 

was the offering price that it was beina sold to the public 
for, and Mr. Levine said that Mr. Koss had already sold 
approximately 15,000 shares of stock, he didn't know the 
specific amount, but around 15,000 shares, and he would 
have to speak to Mr. Koss to find out if we could finalize 


the deal. 


be wojId also have to speak to Mr. Santis, Mr 


bobert Santis, who was the president of the company. 
Automated Information Systems. 

Mr. Levine — 

Tin- COURT: When is this, December of 1970? 

THU WITNESS: December of 1970, yes, your Honor. 

THU COURT: All right. 

A (Continuing) I explained to Mr. Levine that 
the only './ay I would do the underwriting or sell the 
G5,000 sh.arcs of stock was if I could sell all the stock 
Lecausc I wanted a box in the stock. 

Excuse me, Mr. Hellorman, could vou tell us at 
this point what does "box" mean in Wall Street terminology? 


lOUTHtHH OUTHICT COURT RERORTERS. U S. COURTHOUSE 
EOLEY SQUARE. NEW YORK, N.Y. CO 7.4S0O 
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Ilellerman-direct 

’•’hat did you mean by "box"? 

A When you have X amount of shares of stock, in 
Automated Information it was 65,000 shares, in order to 
control the box vou have to have over” single share of 
stock. When vou have every single share of stock vou could 
mal e the market whatever price vou want to make it because 
no one «-iso has any stocJ: to buv or sell. 

So, if somebodv would sell any stock into the 
market, you would know they were selling stock short and 
didn't have it to deliver to you so you would be able to 
stand there and buy it and you could make therrice $1.10 
or 2n cents because vou owned cverv share of stock. 

I also told Ir. Levine that in order to place 
this stoc); or do the underwriting for Automated Information 
or for boss Securities that ▼ vmnt half the proceeds of the 
offering In other words, if T was 65,000 shares of stock, 
then T want half the monev, $32,500 in cash back to myself 
as my fee for underwriting the stoc):. 

T told lr. Levine that I would, naturallv, give 
.!r. Tintis a discount for the commission of anv other broker 
if tl.ev were involved; that I wanted to know if Mr. Koss 
would give up his stock that he sold and, if he didn't 
give up the stock that he sold, that T wouldn't do the 
deal. 


southern oiithict court reporters, u.s. courthouse 
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Tins vas the base discussion at the first meet¬ 


ing. 


'tr. He Herman, during the pe-lod from approxi¬ 
mately January 30th to February 13, 1071, where were you? 

A - On a cruise. 

° What was the ship? 

A The OK II . 

0 "’’ on y° u qnt h «* from thin trip, did v „ u have 

another meetiny with Mr. Levine? 

A Yes, I did, sir. 

Where was that meetiny, Mr. Ilcllerman? 

A At the T,GW r -*tsbv's, the same restaurant that 
we had the first meetiny. 

o Who was present? 

Mr. Murray Tavior, Mr. Levine and myself. 

Jo\', tell us, please, what the conversation was 
nt that meeting between you, Hr. Levine and Mr. Taylor. 

Mr. Levine said, he explained to me that he hadn 
gotten back to me after the first meeting because Mr. Koss 
didn't want to go along with giving up his 15,000 shares 
of stock, but he came to me this time because they weren't 
able to sell any more stock. They weren't able to sell 
the other 50,000 shares in the issue and Mr. Santis, the 
president of the company needed the nono«/ to operate his 


SOUTHErn OUTM.CT COUNT REPORTERS. U.S. COURTHOUSE 
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business and they realized that I ,, ls the onlv one that would 
be able to aell the stock for then and that Mr. Santis had 
aereod with him, although he wanted to meet me, had aoreed 
v-ith !r. Levine that I could do the deal. 

• A nd T said, fine, on the sane conditions and 
terns that T had set down before; that I have complete 

control over the C5,000 shares and that I qet half the 
proceeds. 

•Mr. Hellerman, excuse me, did the name Stephen 
Znrdus come up in conversation? 

A Yes, sir. 

Could you tell us, please, in v/hat connection 
and who mentioned his name? 

A Mr. Murray Levine took out an offering circular, 
and T had seen an offering circular at the first meeting 
vith just Mr. Loss's name or Koss securities as the under¬ 
write r. • n offering circular is like a prospectus which 
tells the public what the stock is all about and how the 
use of the proceeds are going to be used from the money 
that is noing to be raised and on the front cover of that 
offering circular, which goes to the Securities and Exchange 
fo; approval, is the name of the underwriter. 

At the first meeting the name of the underv’riter 
v.'ns loss Securities, Teddv Loss's firm. 


SOUTHS nn oiitmct COURT REPORTER* u.t. COURTHOUSE 
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Hellerrnan-diroct 

I.'ov, at the second mooting Hr. Levine took out 

an offering circular and showed mo a flyer attached to the 

offering circular and that fiver substituted Koss Securities 

as underwriter with the Interstate reuities Corporation. 

Which was Stephen Sardes's firm, and Mr. Levine told me 

that the reason ho substituted Interstate equities was 

because with Mr. Inrdus he was sure that anv deal we worked 

out would he kept andes fere, "r toss was concerned, he 

couldn't sell anv more stock, he had sold 15,000 share, of 

stock, Mr. Koss agreed with Mr. Levine that he would 

do whatever Mr. Levine asked him to do to benefit the 
•leal. 

■ o would hold tho stock, and he wouldn't sell the 
stock, into the market or hack-door the stock, or anything 
like that. 

"r. Ilellerman, did that fiver say that Koss, 
to vour recollection, was substituted or that Interstate 
'•a.» included as the underwriter? 

A Thnt In torstate was included as tho under¬ 
writer. 

" ’ ,r - "* aoCT «*"' me show you what has previously 

been narked as Defendants' Kxhibit h. i» that a copy of 

what you saw at the How Oatsby's Restaurant to the best of 
your recollection? 
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A >••<■11, the fir« tine r *,,, this offerim, circular 


without thin flyer. The offer 


in<7 circular v/as just Kosr 


Securities as T explained before. 

M: the second meeting in Cntsbv's it van the 
name of ferine circular with the fiver of Interstate 


reu.it i os, 


I T1 . SORktij: May I have that bach, please. 

Mr * Ilellerman, after this meeting with Mr. 

Levine, what, if anything, did vou do? 

Mell, first — before -o loft the meeting T 

turned to Mr. Tavlor and I said, "Murra- 11 tint hi. 

f hi. i a , mat was has name 

too, 'urra*' a'-lor, I said, "no you understand that Mr. 
Levine has just told me that the 15,000 shares of stock 
that Teddv koss has possession of, that he will not sell 
1 nt° the r ' ar) et and he has made an agreement to sell me 
bnck 15,000 shares at 01.50 within a 60 or 90-day period 
so T will have complete control of the 65,000 shares of 
stock; that I am going to sell 50,000 less whatever small 
amount Interstate Pruities is going to sell," which was 
about 4000 shares, 4 5 00 shares, "and i will have control of 
Mr. Loss’s stock !,« giving him a 50 per cent profit or 
paving him $1.50 for the $1 stock that was coming out in 
the offering within a short period of time so I will have 
control of the whole 65,000 shares of stock.” 


SOU T HERN DISTRICT COURT Re PORTERS. US. COURTHOUSE 
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Mr. Levine agreed that ho would guarantee that, 
and I told Mr. I ( evine that he v?as going to qet a per¬ 
centage of the profit that Mr. Tavlor and Mr. Layno and 
mysel f were going to make on the deal, and T said, 

"Murray," no talking to Murray Levine now, T said, 

Murray, i realize you don't have the monov to make good 
if J take the stock from $1 to $5 and Mr. Korn noils 10 
or 15 thousand shares into the nnrkot, I realize vou don't 
have $75,000 to nake good your guarantee of the $15,000 
shares, so I an going to take off vour nercentage of the 
deal the profit you are supposed to nake anv stock that 
Mr. ors sells into the market," and Mr. Levine agreed to 
that. 

When .Mr. Levine agreed to that, we started to 
SGxl the stock. 

Mr. Hellerman, you sav '*ou began to sell the 
stock. How did vou sell the stock? 

A Moll, because of ny first agreonont with the 
governnent, T introduced customers that were going to buv 
tiie stock to Murray Taylor and I tried to blame the deal — 
I tried to make believe it wan Murray Taylor's deal, not 
nine, so if anything happened with the deal I wouldn't get 
blamed for it and if T got Murray Levine,from the union, 
the union nan, to cote up to the Carriage House in How 
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some stock, j introduced hin to "ir. Taylor 
T.-ylor sell him the stock and his friends 


the stock. 


Hxcuse me, Mr. llollerman. You mean hy sell 
t.ic : : tocI., o fer the r.toc); to hin for a price? 

^ nricc, and make private deals with hin as far 
as the vav wo were going to sell the stock was, and an 
example, ?lr. i urray Levine From the union came to see 

ir. i’a”lor, I had been sitting in a room and I would r. av, 
"If you buy a thousand shares of stock it a dollar, we 
wj U guarantee vour thousand dollars, that vou can't lose 
your thousand dollars, hut v/c v.-ant 50 per cent of the 
profits o f the stock when it is sold at 5 or 8 or 10 and 
with many of the legitimate people that wore nut into the 
offerine,"that in the kind of relationship or that is the 
kind of deal we made ”ith then. 

iJow, of the 50,000 shares, Mr. Holloman, that 
Interstate Toni tics had, do »nu know all the subscribers 
who purchased that stock? 

A Mo, sir. 

Approximately how many people in terms of shares 
that they bought, using the shares, how many shares went 
to people that vou knew of that 50,000? 

• A * round 17,000 shares. 
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Mow, let me rephrase the question. People that 
vou knew that bought the stock of the 50,000, how many 
sharert wont to those people? 

A A*out 17,000 shares. 

Mow, Mr. Hellerman, with respect to people that 
•'ou didn't know, did they qet any shares? 

A Yes, sir. 


Mow many shares did they get? 


About 20,000 shares plus the 4500 shares that 
Mr. Zardus, the president of Interstate Equities, sold, 
who I didn't know his people either. 

Mow, you sav you didn't know those other people. 
Where did those names come from, Mr. Hellerman? 

A Prom the Telephone Hook. 

Could ’'ou tell us, please, how that cane about? 
Well, wo had -- mv commitment was to buv or sell 
whatever stock was left over of the 65,000 shares. Mr. 
boss had sold 15,000 shares. Mr. Zardus had sold approxi¬ 
mately 4r j0 o shares, 46, 44 , I don't remember the exact 

figure, so taking 4500 as the figure from 50,000 loft about 
45,500 shares. 


17,000 

shares 


Whon we sold to legitimate people approximately 
shares, 17,500 shares, that left a balance of 29,000 
that weren't due vet. Co, Mr. TavJor and Mr. Layne 
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and mvnclf made up - remembering that w were getting 50 
per cent of the proceeds bad: or 532,500 or 531,000 after 
dr. roes'n conn lesion, „o figured be world hl „. tI , 0 
20,000 - t "ould advance the nonev, „e could buv the 
20,000 shares that weren't sold to legirinate people and 
we would qet bad: 531,000 when the offering was complete, 
we would have a few thousand dollars profit and own the 
20,000 shares ourselves, but we had to find nar.es to put 
the 20,000 shares in. so I told nr. "avlor to no to a 
Telephone Hook and just take the names out and the addresses 
out and that is the list that I gave to -'r. kardus to sell 
tlmt 2fl,00P shares to. 

° How ' Mr * »elleman f do vou recall the nanes of 
tiio people that you too); or Mr. Tailor took out of the 
Telephone book? 

T nioht rerenber sone of then, sir. 

11 'foil us who ”ou renomber. 

Floyd Cooper, I think there van a Teitelbaum. 

T lust don't renember the rest of then. 

O Vou don't renenbor .tny other namon? 

^ .No. 


( > Mr. Hollo 


rman -- 


f 'n. sorktm: r nv have t; ir . marI . edr your 

honor 4 as government':. I'khibit do. 4-A for identification. 
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***** ° r,nw » ’ r * He Herman, did there cone a time when 

vou not Mr. .Mantis? 

A Yes, sir. 

■'* Would vou tell us when that was, please? 

Tt was -- it was -- v/ell, it was r.omotine 
between when T got back from the cruise, after T made a 
deal with Mr. Levine, from the 15th of February to the 18th 
of February, some date in there. 

T, here did ”ou meet him? 

A At Peacock Alley in the Waldorf-Astoria. 

n Who else was present? 

A Mr. Murray Tavlor, Mr. Murray Levine, I believe. 

Mr. Holloman, did vou have a conversation v*ith 
these centlemon? 

A Yes, sir. 

Will vou tell us, please, what each of the 
parties said and identify them, please, as to who said what? 

A The meeting was arranged bv Mr. Levine so I 
could meet .Mr. Mantis, who vas the president of the company, 

and at the meeting Mr. Santis said to me that he thought 

the price I wantee, meaning half the proceeds of the 
offerinn for nynctlf for selling the stock, was a little 
steep, meaning he thought it was too much nonev I wan 
charging him. 
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• aid. Poll, that' s tho onlv ray T would do tile 
deal or T would sell the steel It I ,,ot half tho money." 

T Promised Ur. Santis that in the future if his 
comnnny not of, the ground that , would raise him additional 
and . ,aid T was concerned, very much concerned with 
Teddy loss bavin, 15,000 shares; that if Teddy Koss didn't 
live up to his agreement and sell me the 15,000 shares at 
?1.5" that T wouldn't have the box in tho steel: and I 
wouldrft be able to sell them or wouldn't be able to raise 
additional funds at a later date. 

■Mr. f antis said I shouldn • tvnrry about Mr. Koss; 
that although T had never met Mr> T:oss afc thig point> he 

hnd aiven his word to Murray J,evine, the stock broker, 

flnd ’ !r * Pnnti * Said he v/ould sure that Mr. Koss lived 

up to his word of selling no the 15,000 shares at $1.50. 

Now, vou mentioned Mr. hayne earlier, Mr. 

Holloman. 


A 


i > 


Yes, sir. 

No you see hin in tho courtroom todav? 

Yes, I ilo, sir. 

1,11 COURT: Identification? 

.1' . PANZER: Mr. Lnvnc stood up, your Honor 
Tlin COURT: All right. 

l>id vou know Mr. T.avno at the tine? 


southern district court reporters, u.s. courthouse 
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A Yes, sir. 

0 Did you tell hin at or about this tine about the 
Automated deal? 

A Yes, sir. Mr. Layno -*• well, we had nndo a deal, 

.Mr. Taylor, Mr. Layno and mvsolf, where we would all be 

partners in this deal and in ny conversations with Erwin — 

0 Mr. Lavne. 

A Yes, sir, I an sorry. Then I had our conver¬ 

sations T was going to give .Murray Taylor, after paying off 
Murray Levine, the stock broker, for the work he was going 
to do, and after paying off Stephen 7.ardus for the work he 
was <»oing to <lo and paying off the traders and the stock, 

Mr. Lavne was going to get 25 percent of the deal, Mr. 

Taylor was going to get 25 per cent of the deal, and I 

was going to get 50 per cent of the deal. 

° Mr. Pollernan, you have identified Mr. Loss 

and Mr. Layno. Do you know William McMee? 

A tin, sir. 

n Do you know a man bv the nano of Stephen Hagler? 

A Mo, sir. 

ft Had you ever net /Mr. McOoo or Mr. Hagler? 

T. No, sir. 

n Mow, Mr. Holloman, let me direct vour attention 
to the period of time that you referred to, approximately 
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’’obruary 15 to approximately February 20. Did vou have 
meetings in various places in flow Yorh? 

A Yos, sir. 

0 Whore did you meet? 

Peacock Aliev meeting, the first one I told you 
about, at Pier 52 Restaurant, at the Waldorf again, at the 
Carriage Mouse, the Carriage House in Mow York that is. 

J.ct me direct your attention to the meeting at 
Pier 52. Approximately how long after -'our cruise did that 
occur? 

A ’’oil, all the meetings occurred between the 13th, 
when t got back, sir, to the 26th,when I gave the monev to 
!r. y.ardus, so the first meeting with dr. Levine was like 
the 14th, and then with Mr. Santis was the 15thor the lGth, 
and then there was another meeting at Pier 52 the next dav 
or the day after, and then back at the Waldorf on the 2Gth 
when I gave Mr. Zardus the monev. 

W We are talking about February, 1971? 

A That is correct, sir. 

Mov, let me direct vour attention to the Pier 52 
meeting, !r. l.ellerman. Could vou toll us, please, who 
was there? 

M r. Santis, that is Pohort Fantis, the president 
of the company, at attorney, Mr. Pierson, a man bvthe name 
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2 

• 

of Robert *nnonn, Murray Taylor, Ptephen Zardus, that is 


3 

tho president of Interstate Kquities, and myself. 


4 

° nj{1 vou hnve n conversation with these gontle- 


5 

non? 


6 

T' Yes, sir. 


7 

Could you tell us, please, Mr. Mellcrman, what 


8 

you said and what each of these other gentlemen said and to 


9 

whom? 


10 

lr. Santis wanted to know from Mr. Zardus how 


11 

soon we could close tho deal because he needed the monev 


12 

or whatever portion of the money he was going to get. 


13 

Mr. Zardus said as soon as T gave hin tho names 

1 

14 

and get the rest of the checks or the nonev for the stock. 


IS 

I told lr. Santis it would be a very short time, 


16 

a couple of days and I would have every tiling together, the 

’ 

17 

list i and the money and the names to close the deal, and 


18 

*r. •'antis asked Mr. Pierson, or you can use the word 


19 

instruct Mr. Pierson — 


20 

n Mho was Mr. Pierson? 


21 

Mr. Santis's attorney, would he have everything 


22 

ready to close the deal, and again I said I will have my 


23 

end done, vou know, in two or three days, but what's going 


24 

to happen with Koss, and again Mr. Santis assured no and 


25 

Mr. Pierson assured re not to worry about it, that the stock 
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that Mr. Kor.n had sold had to be in an escrow account under 
tiie terms of the underwriting 


h’hon you do an underwriting all the nonev that 
13 rair,ed fron Potential customers has to qo into an escrow 
account so it can't bo mingled or it; can't be used by the 
underwriter for any other purpose except the underwriting 
and if the stock wouldn't be sold and you had to give back 
the money to the people, it would be there to give back 
to the people, and he savs, “I'm assuming," this is nr. 
rierson talking now, "that Mr. Koss is not stupid enough 
to mingle or use underwriting money in his regular business, 
no don't worry about it. Hob .Mantis and I will get the 
$lj,ono from Mr. Koss less his commission." 
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Q Now, Mr. Hellerman, let me direct your attention 
to the meeting at the Peacock Alley in the Waldorf-Astoria 

THE COURT: Pardon me, what I don't understand 
here is if Mr. Koss had sold the stock and received the 
$15,-000 and put it in the escrow account, how was he going 
to deliver the 15,000 shares to you? 

THE WITNESS: Your Honor, you see, the $15,000 
that Mr. Koss had raised he had sold the stock but the deal 
was — of course it was a crooked deal, but he had control 
of his customers and he could take his customers out of the 
stock at any time he wanted, so he would take thorn out at — 

THE COURT: Are you saying now the stock Mr. Koss 
sold you, call it Koss 1 15,000 shares of stock was stock 
that he had already had his customers by in their name 
and he could just as easily get them to sell it as he got 
them to buy it. 

THE WITNESS: Correct, sir. 

THE COURT: All right, go ahead. 

THE WITNESS: That is the understanding I had. 

THE COURT: We will take a recess. 

(Recess.) 

(In open court.) 

(Jury present.) 

Q Mr. Hellerman, was it your understanding that Mr. 
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Koss could recommend the sale to his customers and they 

would sell back to him and then he would return the stock to 
you? 

A Yes, sir. 

left off, Mr. Hellerman, where I asked you about 
a meeting at the Peacock Alley at the WaLdorf-Astoria after 
the Pier 52 meeting. Could you tell us who was there? 

A Mr. Steve Zardus, Mr. Robert Santis, Murray Taylor, 
Morris Winter, who was my attorney at the time, and myself. 

0 Did you have a conversation there? 

A Yes, sir. 

Q Would you please tell us what you said and what 
each of these gentlemen said, and to whom? 

A I made a — I was talking to Mr. Zardus now, 
who was president of Interstate Equities, the firm that 
was the substitute underwriter with Koss on the offering, 
and I had an envelope full of cash with about $22,000 in it 
in cash, and I took the names that Mr. Taylor had taken out 
of the phone book, plus the nominee names that I had used, 
my uncle and people that I knew — 

Q Let me stop you at this point. 

Tell the jury and Court, please,, what you mean 
by a nominee name as opposed to a telephone book name. 

A I just used my uncle's name and put $1,000 of *### 
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"SSw to approximately February 26th, the time of this meeting, 
approximately March 9th and loth, 1971. Did you have 
any conversationa with Mr. Santia during that period of time7 


Yes, sir. 


Q Will you tell us please where these conversations 


were held? 


A At the Park Sheraton Hotel, New York, where Mr. 
Santia had a room which he had taken when he came into 

»ew York, for the cloaing to recede hia money from Interatate 
Equities. 

Q Mr. Hellerman, could you tell ua pleaae approximate) 

how many timea you met with Mr. Santia and had converaationa 
with him? 

A Two different apecific timea at the Park Sheraton 
Hotel, sir. 

0 With respect to the first time, would you tell 
US who else was present, please? 

A Murray Taylor. 

Q Would you tell US pleaae what you said to Mr. 

Santis, Mr. Taylor, and what if anything they said to 


you? 


A Mr. santia wanted to know how he would get the thirty 
one thousand some odd dollars out of hia company to pay 
Me my half the fee for the underwriting. I „ a3 supposed to 
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2 

get half the 65,000 less the commission that Mr. Koss would 


3 

earn on the sale of his 15,000 shares less the commission 


r 4 

that Mr. Zardus would earn on the approximately 4,500 shares 

i 

5 

that Interstate had sold, and the figure came to about 


6 

$31,000, and he wanted to know how he would take it out of 


7 

his company, because when you file an offering circular 


8 

there is a use of proceeds you have to declare to the 


9 

Securities and Exchange Commission telling them how you 


10 

are going to use the funds that are raised. 


11 

I explained to Mr. Santis that a lot of money was 


12 

going into working capital, and I would give him a phony 


13 

name and he could put it in his books that he was buying 


14 

a patent, or an option to buy a patent, for X dollars, and 


15 

then he could either capitalize it or expense it if the deal 


16 

didn't go through, and he would treat it as if he was asked 


17 

as the right to buy a patent. 


18 

I told him I would give him the name to do 


19 

that. 


20 

Did you at some point in time give him a name which 


21 

to draw the checks or the monies against? 


22 

A Yes, I did. 


23 

Q What was the name? 


24 

A Elias Greenblatt. 


25 

0 Did you have any further conversation with Mr. 
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Santis in this first meeting? 

A Yes, sir. 

I asked Mr. Santis, since he saw me at the previous 
meeting at the Waldorf give all this cash to Mr. Zardus, 

I said to him that in order for me to promote the stock that 
I was going to be short some money and how much money did 
he need, did he need all his 31 or $32,000 that he was 
going to get immediately? 

He said no, he did not need ail. Then I said 
would he led me an additional $10,000 besides the $31,000 
he was going to give me so I would have money to start paying 
off brokers and start doing it — raising the price of the 
stock, so we can get the stock to a level of a secondary 
or get a loan or additional capital for his business, 
and Mr. Santis said that he would. 

Also at that meeting when we were waiting for 
everything to close. Mr. Zardus was getting everything 
ready to close, we got a phone call. 

Q Let me stop you at this point. You said every¬ 
thing was getting ready to close. What do you mean by 
getting ready to close? 

What was getting read to close? 

A Mr. Zardus was trying to get the $15,000 less 
the commission from Mr. Koss, and then give the total 
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7 

8 

9 

10 
11 
12 

13 

14 

15 
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17 

18 

19 

20 
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22 
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check of $65,000 less the commission to Mr. Santis, or 

have Mr. Koss give his check for $15,000 less the commission : 

’ 

to the company, and Mr. Santis and Mr. Zardus would give his 
check of $50,000 less the commission that was only offering 
circular to the company to close the deal. That means 
that all the stock would have been sold and the SEC would 
have been notified that the stock was sold, and the offering 
would have been completed, and the stock would now have a 
public market and now start trading. 

Q In other words, are you saying by close the deal, 
in other words, the underwriting is finished and all the 
stock has been sold? 

A That is correct. 

Q Was there any further conversation at that 

first meeting with Mr. Santis? 

A Yes, sir. While we were in the Park Sheraton, 
in Mr. Santis' room, we got a phone call from Mr. Zardus, 
and Mr. Zardus told Mr. Santis that Mr. Koss wasn't going to 
give him the $15,000 and wasn't going to close the deal. 

Mr. Santis got very angry and he picked up the phone and 
he called Mr. Koss at his office, and — 

0 How do you know he was calling Mr. Koss? 

A Mr. Santis told me he was calling Mr. Koss. 

Q Go ahead. 
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A And Mr. Santis not being in the stock market and 
not having very much knowledge in the stock market was 
arcjuinq with Mr. Koss and I asked Mr. Santis to give me the 
phone and I picked up the phone, Mr. Koss didn't know who he 
was talking to, I didn't use my right name, and I said,"I 
tell ^ou you better stop fooling around. You are breaking up 
a deal and you are starting to be greedy, and why are you 
not giving the $15,000 to Zardus, or however you want 
to handle it, why are you stalling to close the deal." 

I told Mr. Santis, even before he had given me 
the phone to speak to Mr. Koss, that — I said the reason 
that Koss is not giving you the $15,000 is because he 
doesn't have it, he mingled that escrow, what is supposed 
to be escrow funds with his regular funds to run the 
business, because a lot of over-the-counter dealers when they 
run short do that. Otherwise vhen he is making a 10 
per cent commission on a 15,000 shares he would want to close 
the deal to take the $15,000 out of the escrow account into 
his own business. 


Mr. Santis looked at me and said he better not 


have done that. 


Q What did Mr. Koss say to you on the telephone? 

A I was angry and talked loud to him, in fact 
screamed at him and he screamed back and I told him if he 
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didn't give the $1,000 back I'm going to break his legs. 

He said back, I don't care how I am going to 
break your leg, I am just not doing it. 

Mr. Santis got back on the phone and said Teddy , 
forgetting how you just spoke to me, you know I am very 
capable,mealing because Teddy knew that Mr. Santis was a 
judo expert, a karate expert, he said don't mess up my 
company and don't mess up my deal. You owe 55,000, you 
sold the stock, and I want to get paid for that stock. 

Then Teddy Koss calmed down and he said to me when 
I got back on the phone that he was going to go to his 
lawyer, he was waiting for a transmittal letter, which 
I don't know what it was at the time, and he said that he 
would go to his lawyer and get everything straightened out, 
and that was the end of the conversation. 

Q You mentioned the name Louis Greenblatt? 

A Yes, sir. 

Q As being a fictitious name that you made up? 

A Yes, sir. 

Q You gave that name to Mr. Santis, is that correct? 

A Yes, sir. 

0 Did you get paid any monies by Mr. Santis, and 

how was that arranged? 

A At the next i-ieeting, which was the next day, 
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or the day after, Mr. Koss called the Park Sheraton, and 

1 ' 

3 

he was at his lawyer’s office when he called, and he said. 


4 

he spoke to Mr. Santis, and he spoke to me, again still 


5 

not knowing who I was, and he said, "I am getting everything 


6 

ready to close, and I'll straighten it all out with Mr. 


7 

Santis." 


8 

I don t know even now if Mr. Koss gave the $15,000 


9 

directly to Mr. Santis or he gave it to Mr. Zardus to 


10 

give to Mr. Santis in the closing, but Mr. Santis wrote two 


11 

checks made out to Louis Greenblatt , which was a f ictltious 


12 

name I gave him, and told him that he could charge it 


13 

off to buying a patent or a patent option, one for $10,000, 


14 

and one for $11,000. 


15 

Q Drawn against what account, Mr. Hellerman? 


16 

A Automated Information account. 


17 

Q What did he do with those checks? 


18 

A I gave them to Mr. Murray Taylor, and I told 


, 19 

Mr. Taylor to go to Boston with Mr. Santis and either get 


20 

the checks certified or get cashier's checks for them 


21 

because when he came back to New York with them I wanted 


22 

to bring them to a check casher, wanted Mr. Taylor to 

' 

23 

bring them to a check casher to get them cashed. 

1 

24 

That's the reason we only took $21,000 on the 


25 

first two checks because Mr. Zardus — Mr. Santis said that 
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Hellerman - direct 
he would like to leave a little balance in the account 
of his bank so his bank will issue cashier's checks or 
certify the checks when he takes Mr. Taylor up to Boston. 

Q To your knowledge, Mr. Hellerman, did Mr. Taylor 
go to Boston with Mr. Santis? 

A Yes, sir, he did. 

Q Did Mr. Taylor receive checks payable to Elias 
Groenblatt? 

A He received checks. I don't know who the checks 
were payable to, but he received either certified or cashier'j 
checks, checks accepted by the -check casher. 

Q Who was the check casher? 

A A man by the name of Mr. Irving Lazarus on 47th 
Street in New York. 

0 Mr. Hellerman, were the cheeks ,to your knowledge, 
that Mr. Taylor got in Boston, cashed at Mr. La 2 arus'? 

A Yes, sir. 

Q And did you receive the proceeds? 

A Yes, I did, sir. 

Q What did you do, if anything, with the proceeds? 

A Well, Mr. Taylor and I had some expenses in setting 
up the deal, and I gave Mr. Taylor some money to cover his 
account, because he had used $6,000, he had wrote checks 
for $6,000 for the cloning, and I gave him X dollars in 
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expenses, I don't remember if it was 8 or $9,000, like 
that, and we used the money in proceeding with the deal, 
in making the stock. 

Q Did you give any of those monies to Mr. Layne? 

A Yes, sir. 

Q During the course of this deal, did you give monies 
to Mr. Layne on various occasions? 

A Yes, sir. 

Q Where? 

A At the Carriage House in New York, at my house, 

at restaurants, in front of the Carriage House. Many places. 
We were together every day during the deal. 

Q Did tljere come a time, Mr. Hellerman, when you 

received an additional amount ofmon ey from either Mr. Santis 
or Automated Information Systems? 

A Yes, sir. 

Q Could you tell us, please, when that was, and the 
circumstances surrounding that payment? 

A Approximately a week later Mr. Santis said he would 
give us the other $20,000, and I had Mr. Taylor meet him and 
I told him to take the checks or pick up from Lazarus — to 
cash the checks and pay Mr. Lazarus his one per cent and take 
the difference. 

I don't know how it was arranged but Mr. 
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0 

4* 

Taylor went to Lazarus and picked up nineteen some odd 


3 

thousand and brought that to me. 


' 4 

Q Did you have a conversation with Mr. Zardus about 


5 

the stock certificates of Automated Information Systems? 


6 

' 

A Yes, sir. 


7 

Q What did you tell him? 


8 

A I told Mr. Zardus — that's the president of Inter¬ 


9 

state Equities Corporation — that when the stock was closed 


10 

that he should write a letter to his customers, meaning 


11 

the; 44,4,500 shares that he sold, and enclose stock powers. 


12 

The; stock power is an instrument that is attached to the 


13 

certificate, in absence of the certificate being signed 


14 

directly by the individual, and that gets signature 


15 

guaranteed so the buyer knows he is buying an authentic 


lfi 

certificate or an authentic signature on the certificate. 

• 

17 

I told him to keep all the other certificates, mean 

- 

18 

ing the other, the legitimate people I and Mr. Taylor had 


19 

put into the stock, the nominees that I had put into the 


20 

stock, and the telephone book people that I had put into 


21 

the stock, to hold the certificates in his office, not to 


22 

mail them out to the people, because we wanted access 


23 

to then, and I would send Mr. Taylor to pick them up when 


2 A 

and if I needed them but at the beginning since he was 


25 

qoing to sell the stock he should keep the certificates in**o 

« 
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op2 

**** o Mow, when you got to the Eden Pock, what, if 
anything, did v OU do? 

Wo v ’ ont back b V fcli e pool, we pagodTeddv Kos 3 . 
We wnitetl about ten minutes and no ono came — answered 
tho pane, and aboht, T guess it took about 20 minutes, 

Mr. Koss appeared. 

I didn't know Mr. Koss, but he walked over to 
us and as he walked over to us, he said, "what can I do 
for vou fellows?" 

T said, "if you don't stop fooling around, 

T'r going to throw you in the pool." 

Me said, "Don't get excited over here. Please 
don't got excited. Ily wife and kid* are here, don’t noke 
a funn over here, let's go up to my room, wo'll talk." 

■‘O, Mr. Koss, .Mr. Taylor and T wont up to his 
room in tho rdon hoc):. Mo had a bottle of liouor and he 

offered u* a drink and wo sat down and I introduced myself 
to him. 

n D’d you have a conversation with him? 

^ Yon, sir. 

Tell us, please, what you said to Mr. Koss 

nnd what, if anything, Mr. Koss said to you and Mr. 

Taylor. 

T introduced mvself. i had never met Mr. 
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2 

Koss before and I introduced nvself to Min and ho inid he 


3 

knew who I was. 


4 

i.o r. tar ted to tall: and I said to him, ‘'Todd''," 


5 

tallano about fir. Koss, I said, "You made a deal with 


6 



7 

8 

Murra- Levine, vou are supposed to hold 15,000 sharer, of 


stock and -on are supposed to sell then to ne at a dollar 
and a half so T could have the whole hox on the stock. 


9 

There's a 50 ner cent profit for vou." 




10 

Ho says, "Murray Levine doesn't noan anything. 


11 


Murray Levine is onlv a tool that works for mo, and I 


12 

didn't rake a deal with vou. I know vou're going to run 




13 

14 

the market now and T know there's going to be a big jingle 
m the stock now and I want the benefit of it and I don't 


15 

want to sell the stock at .51.50 and I want to keep some of 



16 

the stock." 



17 

Mr. Ho Herman, sorry to interrupt you. l/hat does 


18 

jiggle mean? 


19 

A . I’o had raised the price of the stock by manipula- 


20 

tion and the misleading statements and anv way voucan to 


21 

force it higher, to jiggle the price of the stock from 


22 

1n thjs cnne to f ive or six or whatever height you could 


23 

take it to without attracting the attention of the Securities 




24 

anu 1 xchango Commission. 




25 

Please continue with your conversation with 
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' lr. Koac. 


A I naid, "What do you i/ant, Teddy?" I rsaid, 
rirnt of all, how nanv shares have vou alreadv sold?" 

And I raid, "I'n going to tell vou now, T don't know what 
v/e're going to work out, Teddy, but don't lie to no, tell 
me the truth." 


Ho said he sold approximated 1200 shares of the 
15,000 shares that he had. 

T-o, I said, "What do you vant to do?" 

He said, "Well, since I know vou're in the deal, 
I know what you're going to do with the stock, I know what 
’/ou did in Imperial, I know what vou did in Hclmont, I 
know what vou did in At Your Service and how vou ran up 
all 1 1 ’oso stocks, I v/ant 5000 shares of the stock for my¬ 
self personally." 

Ho, I said, "You mean you want to take it from 
our customers, atvhatever you take it from them is vour 
business, you want to keep the 5000 shares?" 

Ho said, "Yes.'' 

T said, ""hen are you going to get out of the 
stock? Are vou going to back-door mo when the stock is 
the highest?" 

I!o 3aid, "Ho." 

Please tell the Court and jurv what it means to 
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back-door. 

A Rack-door means when we are supposed to be 
partners, Teddy and T, and he's not 15,000, it doesn't 
natter the amount, and I've got 50,000, and neithor one 
of us is supposed to lie selling the stock while the stock 
is moving up in price and ho goes behind mv back and sells 
out his 15,000 shares, he's back-dooring the stock and 
ruining the market on the stock.. 

0 Please continue the conversation. 

A He says, "No, he'll sell the stock when I sell —- 
as I se] 1 out mv position, lie'll sell out proportionately 
and he will listen to everything I tell him to do and he 
won't do any back-dooring and to let him have 5000 shares 
of the stock because he wants to make some money. Me 
wants, he says he knows it's going to be a big thing and 
ho can use the ronev and he wants it." 

T said, "All right. Are you going to sell me 
the balance of the stock as per the agreement youmade with 
Murray Levine and sell me the balance?" 

Ho says, "Yes." 

V/e figured out there was a balance of about 
0800 shares after the 1200 lie sold and he said, ves, he 
would soil me that stock at $1.50. 

How much? 
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2 

A $1.50. 

3 

0 Kow much? 

4 

About 3800 shares, and ho was qoing to keep 5000 

5 

shares, which ho v/ould soil out, as I told Inn, on a sliding 

6 

scale nil the way out. He was ooing to keep that for his 

7 

own account, he would work it out himself. 

8 

n Co ahead. 

9 

A Wo shook hands and lie said — r told him T would 

10 

keep in touch with him and T would qot him out proportionate¬ 

11 

ly. As he had 15,000 shares and we had 50,000 shares. 

12 

taking a ocrcentage, it was X percentage of the deal, and 

13 

T would tale hin out and if I sold 3000 shares or 2500 

14 

shares, T would take him out of a thousand shares; that it 

15 

would work that wav. 

16 

.Tow, !r. Hcllerman, after vour conversation with 

17 

M r. Koss, did you boo in taking fir. Koss out? 

18 

A Yes, sir. 

19 

° How did vou begin In do that? 

20 

A Well, T explained to "eddy that T didn't want 

21 

the traders, the market-makers on the street, to know that 

22 

’.'odd'* Koss had 15,000 shares of stock because if they knew 

23 

he had 15,000 shares of stock, this I told Mr. Koss and 

24 

lr. ”irdus, then they wouldn't follow the directions that 

25 

T was giving then because if the stock was $5 or $3 and I 

• 
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2 

told them to buv a thousand or two thousand shores of stock, 


3 

becau.se no one else had the stock, onlv us, tliev wouldn't 


4 

l^e short at that point because the” wouldn't know if »i r . 


5 

1 

iioss was back-dooring then and selling real stock that he 


6 

had bought from his customers. 


7 

V’liat, if anything, did vou tell Mr. Koss to do? 


ft 

T said, "I want you to sell the stock to Inter¬ 


9 

state reuitios or Mr. Zardus's firm and then ho will sell 


10 

them into the market or to the market-makers so the market- 


11 

makers v/ouldn't know that you had a lug position in the 


12 

stock. They will think only Interstate has the whole 


13 

box in the stock." 


14 

1 

0 1’hen the stocl: was bought by Interstate, in 


15 

whoso name v/as the stock bought? 


16 

A The Telephone people. Just anv names that were 


17 

made out, accounts were opened and the stocl: was bought 


18 

in those names. 


19 

0 how, did there come a time when you returned 


20 

from Florida? 


, 21 

A Yes, sir. 


22 

° Then vou returned from Florida did you have a 


23 

telephone conversation with Mr. boss? 


24 

? Yen, sir. 


25 

f. bid the n. mos Mobort Angona and Donald Saxon 


_ 
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come up in that conversation? 

A Yes, sir. 

n Could vou toll us, please, what you said to Mr. 

: ' osc and v?hnt ho to Vou and the circumstances surround¬ 

ing these names coming up in conversation? 

/ell, I had taken Mr. Koss out of approximated 
S000 shares of stock within that 10-day period that I was 
m I lorida and ho started to net qrecd'' and he started to 
tell no that lie was going to Lang the market, meaning to 
take the balance of the stock that he had, the 8000 shares, 
and throw it on the market and ruin the market if I didn't 
take him out of the stock faster. 

At this point the stock was maybe throe or four 
dollars, it wan much higher than the $1 offering price 
and he had a nice profit in the stoc): and he was using 

that as a leverage to say that ho wants to got out of the 
stock faster. 

T didn t have the buying power or the customers 
to put into the stock fast enounh to take Mr. Koss out of 
the stock. T had token him out of 5mo shares in a 
relatively short period of time and so T opened un two 
accounts. 

T told him to open up an account for Robert 
Anqona and an account for Donald Saxon and T told him to 
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take 3000 ' 2000 for Angona and a thousand for Faxon, and 

take it out of his trading account or from his customers, 
in other word*, hnv the stock at a price from his customer 
and then take that and make the profit, whatever he ..ants 
in between, the one point or two points or three points 
for himself or for his trading account — 

° Let ne interrupt you. Fxcuse me, Mr. „ellcrnan. 

Tn other words, in order for Mr. Koss to get 
out of the stock, you told hir to sell the stock to .Mr. 
Angona and n r . Faxon, two accounts? 

A Vos, sir. 

* nd VOM Pav for that stock which was in 

Mr. Ancona's and Mr. Saxon's name? 

A T told him Mr. q axon and Mr. Angona would pay 
for the stock because when you sell a stock vou have seven 
da-s to pay for it. !7hen you buy a stock vou have seven 
da-'s to nav for it and when you 3=11 it youvnit seven days 
for vour check, so he gave me a week until I would have to 
p.iv Mr. icons for the stock, but he would be off n » back for 

that wool- and I wouldn't have to keep worrying about taking 
him out of more stock. 

•’tr. Ilellerman, when you returned from Florida, 
how often in the next few dav S did vou talk to Mr. Koss? 

\ rver« dnv. 


a 
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C Ilovr often? 


A Sometimes three tines, sometimes four times, 
sometimes five times, sometimes — everv dav. 

0 What was the conversation? 

A Ho'-''s the deal going? How high are you going to 

tahe the stock? I've still got mv 5000 shares. I took the 

* 

other stock from the customers. I got a couple of hundred 
shares T've not to sell for a customer, 1 can't control it, 
vrhat shall T do with it? Sell it to Mr. Zardus. 

Tn other words, just hov/ high are you going to 
take it? Hov; fast are you going to move the stock? 

Could T help? I'll try to find a few brokers for you 
to put some buv in. 

He wanted to know if he sold retail some stock 
after besides the 15,000 at the original price, if he 
1 ound some buvers at $4 and S5, hov/ much cash under that 
table could he earn besides the rest of the money — could 
he earn for selling the stock. 

° ’’hen you returned from Florida, did you have 

a conversation with Mr. Layne? 

A Yes, sir. 

bid w ou a si; Mr. bavne to do anything with respect 
to Mr. !*oss? 

A Yes, I did. 
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2 

1 

Vrhat ' if anything, did vou ask Mr. Lavne to do? 


3 

A I asked Mr. Layne to go up to Mr. Koss's office 


4 

and see if Mr.Kona — how many physical shares Mr. Ko.s.s 


5 

actually had on hand because I thought that maybe he sold 


6 

nore than ho had told me he did and Mr. Layne went out with 


7 

xiornie Weiss to Mr. Koss’s office to see Mr. Kona and check 


8 

on the stock. 


9 

bid you have a conversation with Mr. Layne after 


10 

ho went to Mr. Koss’s office? 


11 

A. Yes, I did, sir. 


12 

0 l71,at if anything, did Mr. Layne say to you and 


13 

what did you say to Mr. Layne? 


14 

Tirst, the first conversation I had with him 


15 

on the telephone, sir, when they called me/ nornie Weiss 


16 

and Erwin Layne called me from Koss’s office and said they 


17 

would see me later, but there was a lot of stock up here 


18 

and they were working with Teddy .'tons. 


19 

Then T saw Mr. Layne and Mr. Layne told me that 


20 

he wan "oing to act very close to Mr. Koss; that he wanted - 


21 

ho wan going to trv to act like Mr. Konn’s protector against 


22 

ri ° ; t: at was going to — so ho would gain Mr. Koss's 


23 

confidence and then he could find out everything that Mr. 


24 

Korn wan doing and he would be able to tell me what was 


25 

go]ng on and ho and Hernic Wains and I thought it was a good 
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2 

idea, no he was going to get friendlv with Mr. Koss. 


3 

He said something about having dinner with Mr. 


4 

Koss and his wife and I think thev did one night and then 


5 

that was ’/hat Mr. Layne wan going to do at that point. 


6 

° Mow, Mr. I!ellcrnan — 


7 

Mn. HORKTN: Your Honor, T am getting into a new 


8 

area. Shall j continue? 


9 

'I'HE COURT: Keep going. 


10 

Mr. lie Herman, did there come a time after this 


11 

conversation with Mr. Weiss and Mr. Layne that you had a 


12 

meeting at the Carriage House with Mr. Koss? 


13 

A Yes, sir. 

3 

14 

Approximately when was that? How nanv days after 


15 

your return from Florida or the telephone conversation? 


16 

A. Hour, five, six days, sir. 


17 

Do vou remember when you returned from riorida. 


18 

the date? 


19 

A It was a Sunday. I think it was — i Trent about 


20 

the 0th and it wan the following Sunday, so it would be 


21 

about the 18th of April, the 19th, something like that. 


22 

Who was present at this meeting at the Carriage 


23 

House? 


24 

A Mr. Layne, Mr. Taylor, Mr. Koss, nvself, Mr. 


25 

Znrdus ami T believe Mr. Santis was there. 
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0 IO. anyone else to tho tent of -our recollect on? 

A At thC * t#rt of <=’* "entinn or - - r . » n go„a 
, lore end other people came In at the end of the 


mcetino. 


‘low. Hr. He Herman, with respect to this meeting, 
hnd - /ou -Poken to Mr. Koss earlier? 

A Yes, sir. 

,T hat did vou tell T im? 

T ashed him please come up to tho Carriage House, 
-he reason all these meetings mere at the Carriage House, 

1 was building a restaurant at the Carriage House in Hev; 

Yorh and mo had a suite, hr. Tavlor and t, at the Carriage 
"Ouse which we used as an office while we were doing this 


deal. 


You moan tho deal, /utonatod? 

/'ntomatod Information System.';., right. 

T r.po)o to Mr. Kosb and I said, "t want to make 
the arrangements to buv tho rent of your stock, to buv vour 

5000 •* ;harC "’ T — to come un to the Carriage muse 

ind vorl out tho deal," and no he camo. 

Jn.i, when hc C amc to the Carriage Ilour.e, did you 
have conversation with him? 

rt wasn't exactly a conversation, it was almost 
a raving fight bocaun. — 
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n Tell us what you said .and what Mr. Koss said. 

A Mr. Kofls nad been tel liner me on the phono that 

ho was going to noil all that stock in the market and ruin 
the narket. 

W When vou say "ruin the Parket," are you referring 

to depressing the price of the stoc):? 

A Yen, sir. 

f> Go ahead. 


' *:r. Koss came up to the suite and T started 

screaming at hin and I said, "What have you been doing?" 

He said, "Well, let no tell vou sonething, 
you're not" — thin in .Mr. Koss now talking to me — he 
said, "You're not taking me out of the stock fast enough 
and T'n not going to sell you the stock at $1.50 any more, 
ilow J want $2.50 for the stock and if vou don't give ne 
$2.50 for the stoc)-., T'n going to sell all the stock on 
the rarkot again." 

.Go, I said to him, "Well, ’'’eddy, it is verv 
imoortant, what comes first,the chicken or the egg?" 

T said, ’ r could sell the stoc): for vou, hut I have to have 
phvsjcal possession of the stoc): to no to the people that 
I have to qo to to get the monev to give you. 

"How, are you going to trust no with that stock?" 

He said, "do, I'm not going to trust you with 
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the stock 


T said, , T, >ro you going to trust bruin Layne 

with the stock?" T «*nid • , 

saiu ' - fter all, i.rnn is your buddy." 

do said, "/'ll right. I'll trust bruin with the 

ntocl . " 


I said, i'll give you 0.50 for the stock." 

.'nd then after he narood, sitting in the room, 
he agrees to sell the stock for $ 2.50 and he agrees to 
hn/o brw.i.n go and pi cl: up the stock and he snvs, "i don't 
l.now, you nay take the stock to $10 and maybe I should get 
more. 7 want to got in on the deal." 

I said, "You are in on the deal. Todd*'. You 
didn't lav out a penny for the stool:. Your customers 
paid a dollar, "ou tool- it from then for a buck and a nuarter 
a buck and throe-nuarters, a buck and a half, vou're going 
to oot $2.50 for the stock, you're making "ourself nine 
or ton thousand dollars or eiuht thousand dollars on the 
deal, vhat else do vou want?" 

"All right, all right." 

bone other people care in the room and that took 
his rn nd off the deal and he said, "Okay, I'll give lira: in 
the slock." 

0 Now, did there cone a time when Mr. Layne went 
down «- t your romiost to »» r . boss? 
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Yon, sir, 


Did ho return v’ith anything? 


Yes, sir, 


t’hnt did ho return v/ith? 


5000 shares of Automated Information fvstems, 
Did you pav Mr. Koss for that 5000 shares? 


Yes, T did, sir. 


•O’ f much did vou nr ' h: n? 


*7500. 


Mhcrc did you pav hin? 


Tl-o Carriage House. Hot at one tinn, i did not 


give him 57500 at one time, t gave him 7(100, i gave hii 


1000 , T gave hin 1000, I gave him the original deal that 


T had made vlth him, I gave hin a dollar and a half a share 


for tie 5000 shares of stock. 


" r ' v ' Mr. Holloman, let's <jo hack to the stock 


certificates that ”o discussed earlier. You said earlier 


that the stock certificates were at Mr. Znrdus's office, 


interstate Tnuities, for 50,000 shares, sir. Now, did 


tlierc come a tine when the signatures of the persons to 


v.Mom the stock, vms assigned or subscribed to had to he put 


on the stock certificates? 


A Yes, sir. 


Could vou tell us, please, how that was done? 
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2 

> 

Mr. Taylor, M r . La-no, Mr. r>)th, Mr. Angona, 

3 

arv'borb' 

that war around the Carriage Ho jse_ 

4 

o 

Tncludino vourself? 

5 

A 

Including m-self, just signe 1 names lefthanded. 

6 

riahthanded, just signed the Telephone hook nnmon or the 

7 

nominee 

names on the back of the certificates. 

8 

P 

Mow, did there come a time, hr. Hellerman, when 

9 

thone r.jnpn tures had to he guaranteed i i ordo r for the stock 

10 

to he transferred? 

11 


Yes, sir. 

12 

n 

Mid «ou have a conversation with M r . Tavlor and 

13 

dr. l.v'no about that? 

14 

* 

Yes., sir. 

15 

n 

Ibid -ou give Mr. Taylor anvthina? 

16 

* 

Yes, sir. 

17 

(» 

To give to Mr. i'oss? 

18 


Yes,sir. 

19 

0 

What did you give? 

20 

A 

T f,nvr Mr • Tavlor r500 to give to Mr. Moss to get 

21 

the ftncl 

certificates guaranteed. 

22 

, 1 

’ t what firm? 

23 


At Schvcickart & Conpanv, sir. 

24 


Mb. rop.KTM ; That is S-c-h-w-oi-c-k-a-r-t. 

25 


l^MZm : If u r . ilollerman can't spell, T 



i 

l 
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don't know whv Mr. Sorkin is testifyinn. 

TI'K COURT: All rieht. 

rxcuso me, nr. HeHerman, go ahead if vouwant 
to finish your answer. You mentioned Schweickart & 

Company. 

A Mr. Koss had come to the Carriage Company and 
v.-o sat down at a table in the back of tie Carriage House 
end vo explained to Mr. Koss that we needed to get the 
certificate signatures guaranteed and t .at we had no place 
to get them signature guaranteed becaus» we had no working 
relationship at that point with a member of the Now York 
rtocj. Exchange firm and an over-the-counter firm wasn't a 
good enough signature guarantee to be taken on a certificate 

Mr. Koss said, "I can get it done at Schweickart 
f ‘ Cor ™' anv f J,u t it is aoing to cost you Hno. x have to 

gjvo the cashier, my friend over there that taken care of 

it, ? 5 0 0." 

I said, "Will you do it?" 

Tnd T 9«vo Murrav Tavlor the pack of certificates 
and he made arrangements to meet Murray Tavlor the next 
morning and T gave Murray Taylor $500 to give to Mr. Koss 
to got the stock certificates signature guaranteed. 

Dad there come a tine when Mr. Koss -rent down to 
• c ’ i we i c k a r t . r . Conn 'an y ? 
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Yes, sir. 


•' Did hc r ' et thG certificates ruarantccd? 

1 ' Approximately half of then, -,i r . , fo cnnc >)nc ,. 

find " r * '' aylor Lrou 9 ht mo ),acl; the certificates with 
approximately half the signatures guara iteed and half 
aren't. Mr. Koss said he couldn't go: then all done, 
it was too busy, and he would do the ha anco in a few days. 

Mov:, did .Mr. Koss to vour knowledge guarantee 
the sirTnatures of anv of the Telephone :ool- names? 

A Yes, sir. 

Hov; did that cone about, Mr. Hellerman? 

M r* " ons <Ud business with fichwej chart u Company 
"° .ichweichart, in effect, was guaranteeing Mr. Koss's 
.signature, so when T signed a certificate lefthanded or 
' r ''' n T,nvnr> n ^ned a certificate or Marty "oth signed a 
certificate or Murray Taylor or Bob Angona, Mr. Koss would 
take that batch of certificates that I gave him, they were 
all signed no,; by Mr. La«ne or myself and Mr. o oth and Mr# 
Tavlor and Mr. Angona, and he would nut his firm's signature 
guarantee stamp on it, Koss t, Company, and te -ouldsign it 
Theodore Koss and when he too): those certificates to 
re! weichart, rchwoickart was guaranteeing Teddv Koss's 


s i f»na *:ure. 


''’hey ) new "eddy’s signature. They don't know 
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O.M. Siverberg or John Jones’ signature, so thev wore 
guaranteeing Toddv Koss's signature. 

0 Mr * Hollernun, Koss Securities Corporation v/as 
not a member firm at the time? 

A Mo, sir. 

:Ji<l Koss Securities Corporation or Mr. Koss' s 
signature have to he guaranteed? 

* Yes, sir. 

Did there cone a time when fir. Lavne and Mr. 
Vavlor v;ent to a stamp manufacturer? 

A Well, I told — 

n Ic. the answer ves or no? 

A Yes, sir. 

Could you tell us, please, how that came about? 

A Yes, sir. When Mr. Koss cane bach, onlv with half 
the certificates guaranteed, I told frwin, Mr. I.ayne, and 
lurra” Taylor, that it's going to lie ridiculous, that Teddy 
Koss is going to hold us up for S500 everytime we’re 
f, °in" to get certificates transferred, why don’t we get 
S(,no signature guarantee stamps made. 

fo, Mr. Layne and Mr. Tailor went to a printing 
store on 4 2nd rtroot and thov had throe signature guarantee 
stamps made Ul)> 

M Which thro-? 
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T "o ,nnufflctu rorfi 1'anoyor, .»ohveicl.-nrt « Company 
and tankers Trunt Company. 

' ,ter tho * e ' tnr,!>r - «®re made, «hat was done, ir 
anyth i nr/, with then? 

V, ° USGCl then to Wranteo the balance of the 
certificates that Mr. Kosshad already stamped that he hadn't 

Totten stamped Uv Teh,,-el hart , Company „nd vhenoyer „e 
needed anv •— 

!';:cuso me, please t 11: a lit. la hit slower for 
the reporter's sal-e. 

T am sorr-. Whenever me needed any other eerti- 
ficat.- Tuaranteed, we had the stamp so we didn't have to 

1i0 " L q ° inrr to anyhody if V ’ G signed anv one of the 

Telephone nnoh people's names or any one of the nominees' 

nanc\s fc'ifit ^ , 

cln t told we hounnt the stook in their name, 

WO W ° Ula jURt Put on stamp, Hankers -runt or Manu¬ 
facturers Hanover or Schweickart s Company and M r . Layne# 

’r. ot.i or mvnolf or Mr. Tavlor or mvaoif would junt sirr n , 
if . c '-ore an officer, if the name war. n. Weber on .none 
stamp, wo < 7 nod Weber. If it wan no name, we would ju nt 

u ' a name and sign it and it would be like it was a 
nroi»er niff nature guarantee. 

ho. in other words, Mr. liollorman, the Telephone 
' UO,: nartc guaranteed l,y » r . :?os , and ., r _ Kons , a 
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AFTERNOON SESSION 
2:30 p.m. 

(In open court, jury not present.) 

***** THE COURT: Yes, Mr. Weissberg? 

I hear you have an application, 

MR. WEISSBERG: Yes, your Honor. I had a con¬ 
versation with Mr. Sorkin in which I requested that records 
of transactions of Koss Securities Corporation in Automated 
Information Systems, Inc., which I delivered to Mr. Sorkin 
pursuant to subpoena, be received in evidence during 
or preceding my cross examination of the witness Michael 
Hellerinan for my use during such cross examination. 

Mr. Sorkin declined on the ground that — 

MR. SORKIN: Let me say the reasons why. 

MR. WEISSBERG: All right. Mr. Sorkin declined. 

flR. SORKIN: Your Honor, the exhibits that Mr. 
Weissberg turned over to the Government pursuant to 
the subpoena are confirmations of purchases and sales and 
order tickets. 

1hese exhibits run in series, and they are going 
to come in my stipulation. I spoke to Mr. Weissberg about 
that. 

There are 26 confirmations of purchase, approxi¬ 
mately 13 — I'm sorry, approximately 36 confirmations of 
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purchase, approximately the same amount of sale, and approxi 
mately 40 order tickets. 

We have stipulated these are the records that 
Mr. Koss produced, Koss Securities produced, pursuant to 
the subpoena and they represent purchases and sales and the 
order tickets for the transactions in Automated. 

Mr. He Herman, he doesn't even know about the 
subpoena. I don't see how the records being introduced 
through llr. Hellerman, he knows — 

the COURT: Ilow can they be introduced through Mr. 

Hellerman? 

MR. WEISSBERG: Not through Mr. Hellerman. What 
I want to ask Mr. Hellerman is how he explains the differ¬ 
ences between his testimony and the records of transactions. 

THE COURT: That is your burden, it is not the 
Government's burden. 

MR. WEISSBERG: I want to tell him that the records 
are different, having the records in evidence, and ask him 
if he has any explanation. 

THE COURT: As I gather his testimony itis what 
he has been told. That is all he can tell you. 

MR. WEISSBERG: For example, your Honor, to dis¬ 
close in advance, Hellerman testified on direct that he 

# 

caused to be purchased through Interstate 5,000 shares 
of Automated from Koss Securities Corporation. 4 mhhh> 
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J<hmh» o Now, Mr. Hellerman, do you know a man by the 
name of Jackie Mason? 

A Yes, I do, sir. 

Q Did you recommend the purchase of the stock of 
Automated to Mr. Mason? 

A Yes, I did, sir, 

Q Do you know a man by the name of Donald Saxon, 
the man you spoke of before? 

A Yes, I do. 

Q Did you recommend the stock to him? 

A Yes, I did, sir. 

0 To your knowledge, was the purchase by Mr. Koss 
in the names of Angona and Saxon which you testifies to 
earlier ever paid for? 

A To my knowledge it was not paid for, sir. 


Does the name Gayle Eastman mean anything to 


you? 


Yes. 



0 Who is Gayle Eastman? 

A A telephone book name, one of the names Murray 

Tavfor picked out from the telephone book. 

0 Did you ever give any certificates, registered 

in the name of Gayle Eastman, to Mr. Koss? 

A Yes, sir. 
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MD 2 Hellerrran - direct 

0 Could you tell us, please, how that came about? 

A I don't know exactly if Mr. Koss was short in 
stock or he couldn't get the stock in fast enough from the 
customer, but he said he needed some stock, and I called 
Mr. Zardus and said, "Make sure that Teddy Koss nets the 
stock he needs." 

I was trying to work with him at the time. And 
the stock that Mr. Zardus gave him was in the name of 
Gayle Eastman. 

Q Mr. Hellerman, did there come a time you had a 
conversation with Mr. Koss about his books and records? 

A Yes, sir. 

0 Would you tell us, please, when that 

conversation was. 

A I had many conversations about it, but this was 
' right in the middle of the deal, I would say May, and 
Mr. Koss told me if he was ever called to the SEC — 
the deal was starting to get a little sticky, there 
wasn't enough buying going into the stock, and Mr. Koss 
said if he was ever checked by the SEC, if he was ever 
ca ll e d» he would never know me, he would deny knowing me 
if he was ever asked by anybody. 

He also said that the SEC—for all these years 
he was able to stay straight with the SEC because he kept 
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MD 3 Hellerman - direct 

two sets of books. He said that he had one set that he 
and his wife had access to that he knew what he was 
doing, and he had one set that in case the SEC came in 
to investigate that he had what he would show them. 

MR. MITCHELL: Your Honor, I ask that it not be 
admitted as far as the defendant McGee is concerned. 

THE COURT: All of this comes in, does it not, 
under Count 13? 

MR. SORKIN: I didn't hear. 

THE COURT: His objection is it couldn't come in 
against his client. It comes in against Koss and Koss 
Securities Corporation. The testimony about the two sets 
of books is admitted solely against the defendants Koss 
and Koss Securities Corporation. It is not to be 
considered by you against any of the other defendants 
named in this case. 

0 As a result of the Automated Information Systems 
deal, Mr. Hellerman, did you give Mr. Layne any money? 

A Yes, sir. 

Q Approximately how much monev did you give him? 

A In round figures — I can't give it to you 
exactly because I vas giving him money constantly. 

0 Approximately. 

A Around $6500, $7090. Somewhere in there. 
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2 

MR. SORKIN: I have no further questions at this 

3 

4 

time. 


CROSS EXAMINATION 

5 

BY MR. WEISBERG: 

6 

0 On what date for the first time did you have any 

7 

conversation with any person about the shares of Automated 

8 

Information Systems, Inc.? 

9 

A In December of 1970 at Gatsby's with Murray 

10 

Taylor and Murray Levine was the first time I heard about 

11 

Automated Information Systems, sir. 

12 

Q On what date did you last have a conversation 

13 

with any person who participated in what you called the deal 

14 

involving Automated Information Systems, Inc.? 

15 

A I can't give you a date, sir. I can associate 

16 

it with an event. I was talking to Mr. Lavne about Murray 

17 

Taylor, and Mr. Layne said to me, "I would be very funny 

18 

if we found out Murray Taylor was a government agent and 

19 

he was working on this deal with us." 

20 

And as it happened, Murray Taylor was a 

21 

government informatnt at the time. That wa^ during the 

22 

first Imperial case. I think that I remember — I can 

23 

associate that to a date, to a time, I mean, but I don't 

24 

know the exact date. 

25 

THE COURT: Roughly. «««« 

< 
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A I think the high was between $5 and $6, sir. 

Q When was it that you obtained 5,000 shares of stock 

from Theodore Koss? 

A It was after the meeting in the Carriage House 
in New York when I asked Mr. Koss to come to the Carriage 
House to discuss how we would get paid for the stock and we 
had a big argument and then I asked Mr. Koss if he would 
trust Mr. Layne with the 5,000 shares of stock and he 
finally agreed to trust Mr. Layne with the 5,000 shares of 
stock, and I asked Mr. Layne to please go down and pick up 
the 5,000 shares of stock and Mr. Layne brought me back the 
5,000 shares and then I paid Mr. Koss the $7,500 over the 
next few days or the next week in periodic payments. 


occurred? 


THE COURT: When would you say that first payment 


THE WITNESS: Somewhere around April 22nd, 




April 25th,around that date. 

Q And then the next month you talked to Mr. Morvillo 
of the United States Attorney’s office, isn't that correct? 

A Approximately May or June, correct, sir. 

Q What was it that caused you to talk to Mr. Morvillol 
A Well, I knew with all the wooden tickets Mr. Layne 
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and Mr. Taylor were putting into the buying of the stock 
there was no more power to buy the stock and I knew 
that the deal would get in trouble, so to try to protect my¬ 
self I spoke to Mr. Morvillo ana told him the whole story, 
but I put all the blame on Murray Taylor rather than put 
th blame on myself. 

Q Well, after you talked to Mr. Morvillo, did you 
stop pushing the stock? 

A Well, there was no more buying pow^r. Yes. We 
would try to get out of the stock, but you asked me if I was 
trying to push the stock up. I wasn't trying to push the 
stock up, if I could get out of more shares or make more mone 
I would have, but I don't — I can't correlate the date of 
talking to Mr. Morvillo if I sold any other stock after 
that. I don't believe I did. 

Q When you talked to Mr. Morvillo, did you also 
turn over to him any records? 

A No, sir. 

0 Did you have any records to turn over? 

A I never kept the records. I told you that. Mr. 

Taylor kept most of the records. All I was interested 
in was knowing how many shares of stock was sold each week 
so we would get the proceeds at the end o: the following 
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Q Did you tell Mr. Morvillo chat Koss delivered 
physical stock 7,000 to 8,000 shares to vou? 

A I don't remember what I told Mr. Morvillo in 
relation to Mr. Koss, except that he was in the deal, and 
most of the conversation as I remember — 

MR. WEISSBERG: I wish to strike out everything 
after the words "I don't remember," and :: ask that the wit¬ 
ness be instructed. 


THE COURT: Just don't volunteer anything, Mr. 


He Herman. 


THE COURT: Yes, sir. 

Q Is it possible that you did say that to Mr. 
Morvillo? 

MR. SORKIN: Objection as to form, your Honor. 
THE COURT: Overruled. 

A I don't know what I saidto Mr. Morvillo, sir, as 
far as relation of how many shares were delivered to Mr. 
Koss or if I even told him about it. 

MR. WEISSBERG: I move to strike out everything 
after "I don't remember." 

THE COURT: Overruled. 

MR. WEISSBERG: 1 ask that certain papers given 
me, 3500 material, be marked as Defendant Koss’ Exhibit for 
identification. 
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THE COURT: It doesn't have tc be. 

MR. WEISSBERG: Very well 

THE COURT: You can use the number that is pre¬ 
sently on it. 

MR. WEISSBERG: Very well. 

Q Look at page 6 of these papers —— 

THE COURT: Does the witness have a copy of it? 

MR. WEISSBERG: No, he does not. 

THE COURT: Do you have another copy available 
for the witness? 

MR. SORKIN: Yes, I do, your Honor. 

What number is that? 

MR. WEISSBERG: Page 6, 3500-D. 

Let me show it to you. 

MR. SORKIN: I have i~. Thank you. 

Q On page 6 of the handwritten notes you are holding, 
look at the fourth and fifth lines from the bottom beginning 
with the word "Koss". 

Do you see that, Mr. Hellerman? 

A Yes, sir. 

Q Does that refresh your recollection as to what you 
told Mr. Morvillo? 

MR. SORKIN: Your Honor, I object. I think 
Mr. Weissberg has a difference in whose notes these are. 
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THE COURT: You are not reading from notes made by 
this man, you are reading from notes mad* by somebody else. 

MR. WEISS: The question is whither it refreshes 
his recollection, your Honor. 

THE COURT: As to whether he ever said that? 

MR. WEISSBERG: As to whether v- -aid that. That 
was the question. 

THE COURT: I will take that. 

THE WITNESS: No, it does not, sir. 

' t 

Q Did you say to Mr. Morvillo — 

THE COURT: Wait a second. You can’t do it that 

way. 

MR. WEISSBERG: , I will withdraw that. 

THE COURT: You can just ask him what he did say 
to Mr. Morvillo, but you can’t read from this document. 

Itis not in evidence in front of the jury and get it in 
that way. 

MR. WEISSBERG: I understand that, your Honor, 
but I can ask him whether he told that to Mr. Morvillo, 

I believe. 

THE COURT: You can ask him if he told something to 
Mr. Morvillo, yes, but don’t hold that in your hand as 
though you are reading from it. 

Q Did you tell Mr. Morvillo that Koss was supposed 


e 
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A I don't remember. 


The Carriage House in New York? Yes, I did. 

I don't know if I told him that, but I did pay cash to 
him at the Carriage House in New York. 

Q Did you tell Mr. Morvillo that you told Koss 
to take 1,500 shares of stock and put it in Angona’s name? 

A I told — I don't know. T told Koss to put 2,000 
shares in Angona's name and I don't remenber what I told 
Mr. Morvillo. I don't even know if I to:.d him that. 

Q Did you also tell Mr. Morvillo that you told Koss 
to take 1,000 shares and put it in Saxon's name? 

A I told Mr. Koss to put 1,000 shares in Saxon's 
name. I don't remember if I told that to Mr. Morvillo. 

Q And did you arrange in some way for payment for 
this 2,500 shares? 

A I did not pay for that stock. 

Q Are you saying, then, that — I withdraw that. 

Well, did Koss — I withdraw that. 

Do you know whether Koss did, in fact, put 1,500 
shares in Angona's name and 1,000 shares in Saxon's name? 

A I told Mr. Koss to put 2,000 shares in Angona's nar 
and 1,000 shares in Saxon's nairaf and after — 


MR. WEISSBERG: I move to strike that out as not 


responsive. 
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Q The question was, do you know? 

THE COURT: All he can tell you is what he 

told Koss to do. He doesn't know whether Koss actually 
did it. 


MR. WEISSBERG: Then the answer is he does not know 


it. 


THE COURT: All right. But I don't think that de¬ 
serves striking out. 

Q Is it your testimony, then, that in addition to the 
5,000 shares for which you say you paid Koss, you asked 

him to make available a different 2,500 shares without 
paying for it? » 

A No, 9ir. My testimony is that — 

THE COURT: Wait. "No, sir." 

Q I think you said yesterday that the last time 
you talked to Mr. Koss was sometime in July 1971, is that 
correct? 

A I don t think I said July. I think it would be 
the end of the deal, which I said June, I believe. 

Q In June? 

A June. May or June. Whenever the deal ended, 

■which I think was June, and I think that was my testimony 
yesterday. 

Q Tell us now on what date did you last talk to 
Theodore Koss about the Automated shares deal? 
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A It was the end of the deal in I believe sometime 
xn June and Mr. Koss was still pushing to get the difference 
of the two and a half dollars ~ the difference from the 

i 

$7,500 I paid him for the 5,000 shares, he wanted an extra 
$5,000 and he was asking me when he was going to get it, 
and that was the last conversation they are having with 
Mr. Koss about Automated Information Systems. 

Q At that time did you tell him that in May 1971 
you had talked to Mr. Morvillo and told him about the 
activities in the Automated Information Systems deal? 

MR. SORKIN: Your Honor, that is not his testimony. 

THE COURT: That ( is not his testimony. He said 
May or June. 

Q Can you fix definitely the date when you talked 
to Mr. Morvillo? 

A No, sir. 

Q Is it — 

A I can tell you where it was, I will tell you 
who is present. 

Q It is not necessary. The Court has ruled on that. 

What is the closest you can fix a date as to when 
you talked to Mr. Morvillo? 

A Toward the end of the deal when the deal was going 
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bad and I would say the end of May, the beginning of June. 

Q The end of May, the beginning of June? 

A The beginning of June. That would be my best 
recollection. 

Q How long after that did you talk to Mr. Koss? 

A Not long, because the deal was over. The deal was 
down the drain, there was no more buying power and I can't 
fix the exact date. It was near the end of the deal when I 
spoke to Mr. Koss and I told him the deal was over, he 
could do whatever he wanted to do, that he wasn't going to 
get paid the other $5,000. 1 had given him $1.50 a share 

which was originally agreed upon before and he made a 
lot of money on the deal. 
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Whatever happened to the 1500 shares that you 
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told Koss to put in in Angona's name and th 2 thousand 
shares — 

THE COURT: The witness said he told him to 
put in 2000 shares. 

Q — the 2000 shares you told Koss to put in in 
Angona's name and the 1000 shares you told Koss to put in 
in Saxon's name, if you know? 

A My understandings with Mr. Koss — I told him 
to put chat 2000 shares in in Angona's name and a thousand 
shares in Saxon's name to stall for time to get an extra 
week to pay him when he »,/anted to get out of the stock 
after I got Mr. Koss out of the first 5000 shares of 
stock. 

, THE COURT: You are repeating a lot of informa¬ 
tion that you are not being asked. You are being asked 
what happened to the 3000 shares. 

THE WITNESS: As far as I was concerned, that 
was delivered to me. That was part of the package of 
the 5000 that when Layne brought me. As far as I was 
concerned, what Mr. Koss did with it or how he handled 
it on his books or anything else, T don't know. 

MR. PANZFP: I move to strike as unresponsive. 

THE COURT: I think it is. He said 3000 was 
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part of the 5000 of Angona. He was as'ted what happened 
to the 3000. 

Q When you last talked to Theo lore ICoss did he 

tell you that he had testified before tie Securities 

/ 

and Exchange Commission in New York on dune 15, 1971 ? 

A I don't remember if he told ne he ted testified, 

sir. 

Q Did you tell Hr. Morvillo thet you paid Hr. 
Adlman $15,000 to $20,000? 

A I might have. I don't rememLer. 

0 Did you tell Hr. Morvillo that you did not 

remember the meetings before February 1 or 2? 


A 

Q 


A 

Q 


I don't remember telling him that. 

Look at page 15 of the notes before you. 

HR. SORKIN: Is that 3500-D? 

MR. WEISSBERG: D for David. 

Page 15, you said, sir? 

Just a moment. 

THE COURT: You have the wrong page. 

HR. WEISSBERG: I am sorry, I have the wrong 
3500-C, page 1. Have you got a copy of it? 

MR. SORKIN: I have copies for the Court. 

THE COURT: I have the court copy. Hold it, 

Mr. Weissberg. .Mr. Sorkin, will you give the witness a <mhh 


one. 
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***** THE COURT: It doesn't make any difference. 

Q IIow old are you? 

A 36, sir. 

Q How much formal education ha ye you had? 

A College education. 

Q By 1971 how much experience iad you had in the 
securities business by way of employment or as a principal? 

.MR. WEISSBERG: I withdraw t ie question. I 
have no more questions. 

THE COURT: Mr. Mitchell. 

CROSS EXAMINATION 
BY MR. MITCHELL: 

Q Mr. Hellerman, at the time of the Automated 
deal you were trying very much to see that nobody learned 
of your part in the Automated deal; is that right? 

A Yes, sir. 

Q In addition to the usual secrecy in the deals 
you had the feeling that the United States Attorney night 
find out, after you had promised him to stay out of the 
securities business, that you went back in; is that right? 

A Not so much that, sir. I already made my 
first agreement with Mr. Morvillo. I was a government 
informant and I told Mr. Morvillo that if i didn't act 
like I was in this deal that people would think something 
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2 

V/3S " r ° n? ' that MiChael was rot doing any deals. 

3 

-Mr. ftorviHo told mo that I could watch the deal and not 

4 

to do anything wrong in the deal, not participate, just 

5 

watch it 

and did anything wrong I would be prosecuted 

6 

for it, and it was my greed that made ,3 make money out of 

7 

the deal. 


8 


MR. SORKIMi I am going to a * several defense 

9 

counsel and defendants not to smile or smirk at Hr. 

10 

Hellerman 

S testinon Y whe " he refers to certain discussions 

11 

that he had with Mr. Morvillo. 

12 


THE COURT: All right. 

13 

Q 

Did you tell Mr. Morvillo that you were breaking 

14 

your word 

and you were participating in a deal? 

15 

A 

No, I did not. 

16 

Q 

Did you report to Mr. Morvillo that the deal 

17 

was going 

on? 

18 

A 

Yes, sir. 

19 

Q 

Did you give him the names of the people who 

20 

'were in it? 

21 

A 

Yes, sir. 

22 

Q 

When did you make that report? 

23 

A 

At the end of May, beginning of June. 

24 

Q 

Of what year? 

25 

A 

1971, sir. <MMMM> 
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Zardus-direct 

Hy the way, when was the last time you met 
Hellerman or Mr. Taylor? 


A T have not seen or talked with them or been in 
contact with them since May of 1071. 

0 Did you rocoivo a tulophono :all f r „ m Murray 
Vavlor the day after you ret him and Mr. Ueilernan at Pier 


52? 


n Yon, I did. 

° V7hat did Mr. Tavlor sav? 

A He aske me to meet him at the Peacock Alley 

Lounge in the lobby of the Waldorf-Astoria and he would 
have the names for me. 

<?. Did you go there to meet him' 

A Yes, I did. 


ho else was there at that meetingwi th Murray 
Taylor at the Peacock Alley of the Paldrrf Motel? 

Murray Tavlor, tivself, Michael Hellerman and 
two or three other gentlemen who I was never introduced to. 
Mas Mr. Santis there? 

A Ho mav have been. 

'•'hat happened at vour mooting with Murray Taylor 
at Peacock Mlov? 


A 


' T ell, after we had a drink together at the table 


at Uncock Alley, he asl.rd me to 


come over to a little lobby 
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tliere, a portion of the lobby where there were a aeries 
of telephone booths. lie said, "Now, copy down these 
names.- He dictated names and addresses to me and the 
number of shares that each person wanted. Ho told me to 
get out a prospectus, a subscription agreement and a con¬ 
firmation to each one of these people as soon as I could 
because they were expecting it. They had already been 
told that the stock was going to be a good stock to buv. 

5:o T copied down the names. 1 asked him for the list and 

lie wouldn't give it to me, so I copied them down and that 
was what took place. 

Approximately how manyshares were accounted for 
by the names that Murray Taylor gave you at Peacock Alley? 

The list was incomplete. [ would say, oh, 
somewhere around 25 to 20 thousand shares were accounted 
for on that list. 

0 Did Mr. Taylor ,sav anything about taking care 
of the rest of the shares? 

* YCS * ,,c snid he "<™ld call me tomorrow, meaning 
the next day, and that he would give mo the additional 
names over the telephone. 

After meetino .Murray Taylor at Peacock Alley, 
what did vou do? 

I wont back to my office in order to start 
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preparing the prospectus mailing and I called Ted Koss to 
tell him the good nev/s; that v/o v/ere going to have a 
successful offering; that Rob Santis had contacted a 
corporate and financial public relations nan by the name 
of ■ lurray Taylor, who van associated vi th a very bright 
guy by the nano of Mike Hellerman, and that they were going 
to supply us with the people who were going to buy all 
the shares. 

0 Hid Mr. Koss say anything when you told him that? 

A He said that was great, and he said to keep on 

working on it and get the job done. 

Did you sav anything to Mr. <oss about the 
money being nade for this underwriting bv Hellerman and 
Taylor? 

A Oh, yes, T did mention to him that the only way 
that we got the thing completed, T explained the details 
and the agreement that Santis and I had- that I was not 
going to make the full commission because Santis had to 
kickback half of the proceeds of the sale of the shares 
of stock, so that T had agreed with Tantis to take only 
fi'JOO and that I would be satisfied to take that. 

Did Mr. Koss say anything when you told him 
that Hellerman and Tailor were going to got half the 
proceeds of the underv/riting? 


SOUTHERN DISTRICT COURT REPORTERS. U S. COURTHOUSE 
FOLEY SOUARE. NEW YORK, N.Y. CO 7-4S»0 





1 

A90 544 

| 
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2 

A Ho. 


3 

Q Did you receive a telephone call from Hurray 


4 

Taylor the <la- after -on met him at Pe.-cocI; Alley? 


5 

A Yns, T did. 


6 

i.hat did Murray Tavlor nay curing that tele¬ 


7 

phone call? 


8 

A gaVG n ° an add iti«nal lift of names, amounting 


9 

I think, to some 17,000 shares, names and addresses and 


10 

the number of shares to be applied to each one. lie told 


11 

me that it was getting late and don't bather to send out 


12 

nnv prospectuses or confirmations to those people because 


13 

they were his people; they wereclients af his and they 


14 

would buy or sell anything that he tol^ them to. 


15 

Mr. Zardus, I show you a doc iment consisting of 


16 

-even el low sheets of paper which has been narked Covern- 


17 

1 

I 

nent's PxhiMt 10 for identification. Can you identify that 


18 

document? , 


19 

; 

Yes. This is a list of names of purchasers of 


20 

sfiaros in Automated Information Systems that T made up 


21 

m ,, aol f in rr* own handwriting as the orders came in. 


22 

Till: COURT: Did these include the names given to 


23 

”ou bv Tavlor? 


24 

THP WITNESS: Yes. 


25 

IE. I'TLE: Your Honor, T show this list to ***** 


f 
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Yes, I did. 



Where did you meet him for the first time? 

At Koss Securities Corporatior . 

Did you have a conversation with Mr. Santis? 
Yes, I did. 

Tell us, please, what you saic and what he 


said. 


A Mr. Santis told me at that point — 

Q Please keep your voice up. 

A Mr. Santis told me at that point that there was 
a problem in the placing or the retailing out of the total 
offering. He told me about the company, his concept of 
running Automated Information Systems an! he was on his 
way to another firm. Interstate Equities, to co-underwrite 
the issue to help finish the offering. 

Q At or about th?t time in January did you have 
a conversation with Mr. Koss about Automated? 

A Yes. 

Q What did you say and what did lie say and where 

was the conversation held? 

A It v/as one night at dinner at a restaurant 
close to the office, Bonapart's, and I told him I had an 
interest in putting away, or retailing and interesting 
other people in the entire 60,000 shares, but I wanted 100 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, H.'f. CO ?■ 4SS0 






1 


Levine - direct 




rgrf 31 


A92 889 


per cent of the selling commission, which was approximately 

$ 6 , 000 . 

« 

Q Do you recall how much the oflering was? 

A 60,000 shares at $1 a share. 

Q What, if anything, did Mr. Koi s say in return? 

A He turned me down entirely. 

Q Was there any conversation about Mr. Koss selling 
the stock to his customers? 

THE COURT: Pardon me. 

MR. SORKIN: Yes, your Honor. 

THE COURT: Is it 60 or 65,00G shares? 

MR. SORKIN: It's 65, but the witness has testified 
that his recollection was 60. 

Q Was there any conversation, Mr. Levine, as to 
Mr. Koss selling to his customers? 

A Yes. I didn't think he could do it and 
I told him so. 

Q Did Mr. Koss say approximately how much he had 
sold at that time to his customers? 

A If my recollection serves me correctly, it is 
15,000 shares. 

Q During that month of January '71, did you have 
a conversation with Mr. Koss about the Automated escrow 
accoun t? 
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A Yes, I did. 

Q What did you say to Mr. Koss and what did he 
say to you and where was the conversation? 

A The conversation was on the phone from my home. 

At that point I told him if he expected any of my customers 
or anything to come into the stock, he had no escrow account 
set up for the stock. lie was using the money at that point 
for the operation of his own business, not as the offering 
circular read. I told him it is illegal and it is insane. 

IIis answer to me was mind my own business, he runs 
his business his way. 

Q Nov/, did there come a time during January — 
approximately January, or whatever your recollection is — 
when you met a man by the name of Murray Taylor? 

A Yes, I did. 

0 Did you have a conversation with him? 

A Yes. 

Q Where did you have the conversation with him? 

A The original conversation began in a friend's 

office. He told me at that point he was interested in 
taking the box of Automated Information Systems. He took 
me to lunch at Gatsby's where we met Michael Hellerman. 

0 Did you have a conversation with Mr. Hellerman and 
Mr. Taylor? 
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A Yes, I did. 

0 Please tell us what each of them said to you and 
what you said to them, and identify the parties talking. 

^ 1 laid out the situation of the close or short amouiit 

of stock in the publics hands, 65,000 shares, and told them 
that all but 5,000 shares were sold. I told them a little 
bit about the company and the individual running it. 

Mr. Hellerman at that point said he would have no 
interest in the situation unless he could take over the total 
box of the stock. 

o Tell us, please, what the box means as you under¬ 
stand it. 


A The total box of the stock is where the man would 
own the total of the 65,000 shares with no shares in 
any strangers' hands. 

Q In other words, he would not own it, but he would 
knov; where it was? 

A He could account for the entire 65,000 shares, 
yes, sir. 

Q What else was said, Mr. Levine? 

A I told him I could not vouch at that point for 
Mr. Koss' relinquishing his customers 15,000 shares and 
I had thought at that point that Mr. Santis and Mr. Koss — 
he was speaking to Mr. Koss — can have him aqree to the 
relinquishing of the stock he held in his own customers' 
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accounts. 

Q When was the next time you met Mr. Hellerman? 

A Approximately a week or two later at the Waldorf- 
Astoria where I introduced him to Mr. Santis at a breakfast 
meeting. 

Q Who else was present, Mr. Levine? 

A Mr. Taylor, myself, Mr. Hellerman, Mr. Santis and 

Mr. Hellerman's brother-in-law, I don't remember his name. 

Q Do you know how it was that Mr. Santis came to be 
at the meeting? 

A I set up the meeting. I asked Mr. Santis to come 

in. 

Q Did you have a conversation with these gentlemen? 
A Yes, I did. 

0 Tell us, please, what you said and what each of 

them said, naming the parties speaking. 

A After 1 introduced Mr. Taylor and Mr. Hellerman 

to Mr. Santis, Mr. Santis then proceeded to tell them about 
the company. 

Mr. Hellerman took an interest by virtue of the 
small float of the stock. He reiterated to Mr. Santis 
that he would have no interest in doing it unless he held 
or his customers held the entire 65,000 shares. 

Mr. Santis at that point assured Mr. Hellerman 
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that he can speak with Mr. Koss and Mr. Koss would relinquis 
the other 15,000 shares. 

Mr. He Herman at that point named his terms. 

He wanted 50 per cent of all the money received from the 
sale of the stock. 

Q Did Mr. Santis say anything? 

A He was a little taken aback. 

0 Who was that? 

A Mr. Santis was a little taken aback. After saying 
it was a little impossible, Mr. Ilellermai then told him that 
the money would be given back to him in periodic times for 

the operation of his business. Mr. Santis agreed to the 
deal. 

Q Did there come a time in approximately early 
February, or around about this time, when you had a con¬ 
versation with Mr. Santis over the telephone? 

A Yes, I did. 

Q Could you tell us, please, what you said and what 
Mr. Santis said. 

A Mr. Santis at that time told me the stock was 
going stale, the offering was going stale. 


Go ahead. 


A And can I press the people to start placing the 

issue, or retailing out the issue so he can have a closing 


I 

AiyieM 
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took place in the fall of 1970 or the early winter. That's 
his statement. Which of course would make it before Koss 
ever got into Automated. 


MR. WEISSBERG: Of course. 

THE COURT: All right, go ahead. 

MR. WEISSBERG: I don't understand this. 

THE COURT: Sometimes you are not supposed to 
understand the witness' testimony, Mr. Weissberg. 

Q In any of your conversations with Mr. Hellerman, 
did you say to Mr. Hellerman that you guaranteed to Mr. 
Hellerman that Koss will not sell into the market the 
15,000 shares that he had sold to his customers? 

A Will you please repeat that question? 

MR. WEISSBERG: Can we have it read? 

THE COURT: Read it back. 

(Question read.) 

A To the best of my recollection I said to Mr. 
Hellerman I did not make the deal with Koss to return the 
15,000 shares, it was done by Mr. Santis. 


So I could not guarantee what Mr. Koss would do. 

Q Your answer is then that you did not say that 
to Mr. Hellerman? 

A To the best of my recollection, no, sir. 

Q In any of your conversations with Mr. Hellerman, 



sou 


tCT COURT RCRORTfRI. U.S. COURTMOUSS 








1 


rgrf 47 


Levine - cross 


A98 905 


2 

did Mr. He Herman say to you that he knows that you do not 


3 

have $75,000 to make good on a guarantee that Koss will 


4 

not sell his 15,000 shares in the market, but that 


5 

he will deduct from your share of the profits of the 


6 

Automated deal any losses that he incurs in the deal by 


7 

Kass ‘ sale of an y of his shares into the market? 


8 

MR. SORKIN: Your Honor, I don't understand the 


9 

question. 


10 

THE COURT: I do. 


11 

MR. WEISSBERG: Your Honor, that’s taken right from 


12 

the transcript. 


13 

THE COURT: Mr. Weissberg, I am overruling the 


14 

objection. The question is perfectly clear. 


15 

A No. 


16 

Q Did you know what Koss was doing with Automated 


17 

after you stopped working for Koss in January 1971? 


18 

A No. 


19 

Q Did you tell Hellerman that you did know what Koss 


20 

was doing with respect to Automated after January 1971? 


21 

A I just said I didn’t know, sir. 


22 

THE COURT: That isn't the question. 


23 

The question is did you ever tell Hellerman 


24 

that you knew what Koss was doing. in other words, did you 


25 

i 

make up a story? 4MMM>* 
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tap< , secured by tape under h's shirt. This guise is 
cap; ble af transmitting sound and voices about 100 yards 
ole? rly. After that It dlmln f.nea In quality. 

Who, if anyone, re. elves the transmissions 
that Mr. Olsberg has on the Kel unit? 

A Myself and other agents. 

Q And with respect to the conversations that 
werr admitted into evidence v. re you there c>n each and 
ova y occasion that Mr. Olsbr g was transmitting on the 
1>1 unit:? 

A Yes, I was. 

Q And what, if any, equipment did you have, Mr. 

Fie!sher" 

A I was equipped with a tape recorder, cassette 
tape, which was either operated off of a Kel receiver, 
whlcn is familiar as a handy talking device or the car 
rndl 3, depending on the circumstances. 

This cassette recoi-der was capable of recording 
whatever was transmitted by the body Kel worn by Mr. Ols- 
berg. 

(.' Was this recorder set? 

A Yes, It was. 

Q And the recordings at all times -- can you tell 
ur: wool her or not thov w^re In your custody? 


★ * ★ 
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straight — .'ll*. Levine indicated that he could take care 


of that. 

Did t aero cone a tine v/hon vru not a ran bv the 
name of Stephen 7ardus? 

A Yes, I have indicated that. 

“ 1)itl wcet . M r. r.ordua after -our meeting \/i th 
. .r. Jicllcrnnn and Mr. 1'a-lor and Mr. Levine 0 
A Vcr*., r did. 

r > 1 'here did -ou nect hin? 

A I not -- 


YUL COUP.T: This T assume is after 7ardus became 

a co uii(lor"ri Lor? 

'hi. TOilKIM: Yes, your Honor. 

° I’here did vou meet Mr. "nrdus again? 

I net Mr. "a rdur. at the '’a Ido rf-As tori a with 
M r• liellerman and Mr. Yavlor, and I believe Mr. Levine was. 
there as veil. 

r ! And a/ lien i:ns this, Mr. Mantis, do vou recall? 

A This van late Hobrunrv. 

'dliat if an-thing vas said at the Waldorf? 

•\ Moll, Mr. Hcllorman had cash "ith liir; and had 


a list of names of people vho v'ero buying stock and 


gave 


Mr. Znrdus specific instructions as to hov.* to proceed 
"ith L!ie purchase of the stock. 
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-.id ''ou roe hint rr.i vo » r . Tares anvthing? 
lie pa vn him cash and a list of names. 


o 


Nov/ -- 


jHI. colt.T: Ir. this in connection with tlie 
oriqinal offerinq of vour stoc)’? 

i’lll, WrviJnFF: Yon. 

0 l ' hnn War ‘ tho lar,t ,K ' ,te * Mr. rantis, that you had 
to noil the stocJ:, all 05,000 shares? 

A rt v-as on da-s after the effective date, which 
v’ouldbc riarch 2 or .March 3, '71. 

0 MOV lot re direct vour attention to approximately 

tho first -,-col. in *' arch . Did -ou give nav thing to - r . 
Tardus? Did vou qivo chocks to Mr. Tardus? 

' Ho qavo re checks. 

T , " iri norrv. Did Iv. qivo you inv checks? 

A Yes. 

* koie d i d lie qivo vou those chocks' 5 

ho qavo no $-13,500 at the Chase Manhattan Hank 

j n tl,c Wal1 street area. I believe it was late Pobruar- 
rather than earl-/ Marc!:. 


(l Mr. Far.tin, l^t 
! eon narj.ed in evidence as 
Movc rni'.ont ’ s Exhibit 0 -h. 

Mould you id. nti 


mo nho\r vou what has previously 

Government* r, Ixhibit C-A and 

f-' tliose t’.-o docunents (handing)? 



SOUTHERN OlST.IICT COURT REPORTERS U.S. COURTHOUSE 
EOlEV SC/UARE, NE« YORK, N.Y. CO 7-4580 







0 


dartti s-direct 


A102 115C 


(After c;:aninjnu) Yes. '••hos? nrc the checks 

that Mr. ?ar<Jin qave no. 

O What did you do with those checks? 

I deposited these checks .in tie cornanv account, 
in a hank in Needham, Massachusetts -- '! >edham National 
hank. 


0 T. notice on one of those checks -- a check for 
02'*., 000 ia cor ti r i od, v/herens the other »nc for 024,500 is 
not certified. 

A That is correct. 

0 Will you toll us win' that was? 

A That was because some of his funds had cleared 

and others had not. 

f) Nov/, Nr. Santis, let no show vou what has 
previously boon narked Government's rxhibit 66-C for 
identification, and T will an)’ vou ot identify this, sir 
(h.andinq) this is not in evidence, Will -nu just look 
at it and identify it for us? 

A Yen, this is a deposit slip roflcctinq the deposi 
that T made of f-4 3,500. 

(> Tn which hank? 

A h'eedhan National hank. 

NT.. fopiJiN: Your Honor, we offer it in evidence. 
T will show it to defense counsel (handimj). 
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Mi’. J. r'i’ClILLL : Me objection. 

MR. IIUFT: Mo objection. 

MP. I'AUZm.: Mo objection. 

('■■overment 1 r. Exhibit GG-C received in 
cviilence.) 

HV rOKKTii: 

’ r * Mantis' ' Ud there come a tine when you 
had a conversation with Mr. lie] lernnn and the nano of 
bouir. Mrcenblntt cane up in the conversetion? 

Yes. Mr. Ilellerman instructed me to send him 
a chcch for $21,000 made out to Louis Oreonblntt. 

uo you Know who Louis (’rcenhdatt was, sir? 

I do not. 

0 Katl ” ou ovor ],eard the name prior to this time? 
r T had not. 

0 bid "ou send one choc): or two? 


T sent, two chocks, a $] 0,000 cheek and $11,000 


chocl:. 


Jell us, please, the mechanics of these checks, 
h ow thev roro prepared. 

i,r * ' J ' nvlor r low up to boston with me. \]q went 
to deedhnm national bank, and I nrocurod two bank checks, 
$10,00D and $]1,Q00. 

T.ot mr shot; vou now what lias previous!’/ been «MH 
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3 

L F. V >• r > O O 1! S e r T n „ 

2.15 P.M. 


4 

Murv in box.) 


5 

0 1{ !’• 7 1 P li t l [ p C, ,] q, ... , 

•’ n T i resumed. 


6 

Ti-r cot:nT: cjo ahead. 


7 

uipkct continued 


8 

by :! n .f?ORKT!l: 


9 

riov: I believe vou loft off, " r . Enntis, you 


10 

"oro cl j scussing the mooting in the Cnrrirge I'our.c, the 



conversation hetwoon Mr. Korr and Mr. Ik Herman. j Jo 


12 

vou recall anything else that was said during that con- 


13 

vernation? 


14 

’'Oil, v r . lie Herman * s prime contention there 


15 

’•■aa if it hadn't been for him — 


16 

MP. IlTTCnniJ.: I object to "contention. " 


17 

TMK I'o "»1<1 that in mat he nai<l. 


18 

-- if it hadn't boon for lipllornan the deal 


19 

would never have gotten off the ground, and that Konn 


20 • 

had 1 totter cooperate. 


21 

did 'r. Koss r. a” anything? 


22 

'•’ell, they an id a lot nrmt..'' screaming and 


23 

shouting and throats. 


2-1 

War. thomanvthing else other than what was said 


2T> 

1 

! 

this morning? 
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• Mr • i,oss said that )io vnu.ld cooperate for a 


certain price. 


Mr. fan tin, let us qo bach tr the tiro -- 

I 

V;;m rornT: Wait a second. lon't leave it in 


the air. 


• ’or viiiit price? 


° n -id a price cone up, Mr. Santis? 

^ f i°n ' t recall the exact price. 

Mr. Santis, qoinq bach non to the tine that vou 
received the Money fron Mr. Kos.s, the SI 1,750, on or about 
that tire did Mr. Holloman's nane cone ip in the con¬ 
versation v>ith Mr. Kor.*;? 


m Toil us, please -- 

Mr. Koss did not Know -- 
" -- what was said. 

' r. loss did not hnow of Mr. hr] lernan's involve- 
rant at the meetinq in Mr. Turch.in’s office in early March, 
l.v t'-'e tiro he cave no the Chech or thereabouts. Ho knew 
that: he Herman vas involved in the deal. 
n ho'.* did "ou ):no” that? 

We talked about it. 

W 'i’ell us v»hat i'oss said. 

lie r.aid hr known Holloman, hr l.no”s his 
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reputation, ho hnov-r, b c n 

- ; ’t-ocl- Manipulator. 


] 17T> 


1)1,1 ho r.v. hnythimj to you n.nut - 


COnr»;’; ,i„- 

t l >“te are you ro^rrinu to? 


^'TP: UHJ VOUr pnn , on0 


V1I:: rOT ' nT! ,7,sat *»*> arc von referring to? 


! ’ hon did "*• ^ nay thin to v OU? 


T nan' t ho too prorino, but .• *. , 

■ • - at it ,■ a , on or about 


onor, that ho "nvo the choc): for ci2,noo 


r,,r COnrT: ’'ou 1 <, bo March 10th? 


T ;n, PTy; JnrS! Thereabout*:, 


‘ i,:: (?0l;K?: And th - the f rnt tine, to your 


I nov-lcHlqo that. Konn )nov- h,^ i 

i.nci that -lo] Ionian h iV1 involved? 


'j i.t •. iTrn:,o.n : y on 


to that? 


ntd '' ,r - Kn ** oo-thinn to you »ith reference 


bo 'raid, "j,n careful. 


:: ° V ', tlid ,,ou hav * * convocation -ith Mr. .. nan 


'Pen approximately Pobruar- 15 and t.„ time you wvc 


t, '° lr- *’ nnn ( »avo »mi the* r.onov? 


Uo probabiv Lai Jed once or tv-ice a vcoh 


" 11 ' l vl c -a'-.o, in substance '-hat Mr. Ko.nn 


■'•aid and v/hat won naid. 


th. heat of my recollection, tailed in 


r '"" Cral ’•«' '-WM-onia., - t nrol.al.l- anted him 
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nt each at each conference, each call whore the 15, 000 
shares wore. 

0 What if anything did Mr. Koss sav? 

* Well, pretty nuch what T snjn before, that he 

'■‘as not going to turn over the stock until ho knew i>ho 
van involved in the deni and vhat his part would bp. 

0 ilov:, did there core a tine, r r. fiantin, when 
'-ou received n check from M r. Vavlor as pnrt-pn''ront for 
tlie moneys that Ir. Ilellernaii ’.’as supposed to pa” vou 
back? 

/. Yes, t did. 

n Would ”ou please loo): at !>o Pendants ‘ r.xhibit D 
in evidence, and T ash vou, sir, if that is the chock that 
”ou received (handing)? 

' Yes, it is. This choc):, when T got it frnn 
"•r. Vv’lor, r called the bank in Florida -- T believe that 
is a Florida bank, by the wa” — to determine whether 
there were sufficient funds to cover it, and there were 

none. 


f ' V'hat did vou do, if aiv'thino, with that chock? 
h I gave it back to hiri -- no, wait ;» minute. 

T tliin) 1 gave that choc): to Murray bovine. 

Ho'* let r.ic show ”ou, "r. fantis, government's 


bnhihit 70-7 in evidence. T 'ould vou look, at that, 
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shhhh» MR. SORKIN: Why don't we say w iat we will 

stipulate, now, your Honor, and then we -/ill do it in front 
of the jury. 

THE COURT: Okay. 

MR. SORKIN: Let's take Mr. Weissberg first. 

With respect to subdivision (a) of count No. 2, Mr. 
Weissberg and the Government will stipul, te that if Mr. 

Zardus was recalled, he would testify th; t he received 
checks in the mail totalling approximate.'y $2,000 which 
were mailed to Interstate Equity Corporation for the 
purchase of approximately 2,000 shares of Automated on or 
about March 2, 1971. Correct, Mr. Weissberg? 

MR. WEISSBERG: Yes, that is satisfactory. I 
told Mr. Sorkin that we do not concede that any such 
evidence or this stipulation would make out -- would be 
legally sufficient to make out the crime charged as against 
the defendants Theodore Koss and Koss Securities Corporation 
since this relates only to a transaction with Stephan 
Zardus and Interstate Equities Corporation and not a 
transaction with Theodore Koss or Koss Securities Corporation 
MR. SORKIN: The second stipulation, your Honor, 
is Murray Taylor, if called, would testify that he received 
a check. Government's Exhibit 65-A in evidence, from 
Donald Saxon, that the chock was made out to Harris, Upham 
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for $20,101.40; thrt he gave that check :o either Robert 
Angona or another person for delivery to Harris, Upham for 
the payment of 4,000 shares of Automated Information 
Systems for the account of Jack Lifschit?. 

MR. PANZER: What about who made up the check? 

MR. SORKIN: If Mr. Taylor were called he would 
testify that he did not sign the check, Robert Angona 
signed the check at his instruction, and either Mr. Angona 
or somebody else delivered it. 

MR. PANZER: What about the numbers of the check 
and everything else- who put that in? 

MR. SORKIN: As far as I know ard as far as Mr. 
Taylor knows, he didn't do it. He suspects it was probably 
Angona, but I can stipulate that whoever made out the check, 
it was made out at Mr. Taylor's instructions. 

MR. PANZER: Why don't we just stipulate that the 
check was made out at Mr. Taylor's instructions and leave 
it at that. 

MR. SORKIN: No objection. And delivered at Mr. 
Taylor's instructions to Harris, Upham. 

MR.PANZER: Yes. 

THE COURT: What else? 

MR. SORKIN: That's it, your Honor. 

MR. WEISSEERG: We do have one other thing. 
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T also spoke to Murray Taylor in the presence of Mr. 

Sorkm and he told us both that beginning m the summer 
of 1970 he had agreed to cooperate with the Government in 
a conversation with Mr. Morvillo; that in advance of 
his indictment, I think it was in the imperial stock case, 
he had agreed to so cooperate with the Government and he 
defined cooperation as including giving i iformation to the 
Government concerning any crimes involving securities that 
he saw; that thereafter there came a time, I think it 
was sometime in May, 1971, that he gave Mr. Morvillo 
information about his own activities and those of others 
including allegedly — well, we didn't go into details, 
but he said he gave information to Mr. Morvillo about 
the activities in Automated Information Systems and he 
quoted Mr. Morvillo as saying to him, "I .old you to watch 
it, but to say out of it." 

Mr. Sorkin and I agreed that we would place 
this statement, this summary that I have given in the record 
as a basis for my contention on behalf of the defendants 
Theodore Koss and Koss Securities Corporation; that that 
constitutes entrapment not as an issue of fact or submission 
to the jury, but as an issue of law for decision by the 
Court, since I contend, and this will come up later on in 
the motions, that by his own statement, Taylor was i 
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participant in the crime rather than an agent who merely 
presented an opportunity for a defendant to commit a crime 
MR. SORKIN: Mr. Weissberg, there is one other 
thing that Mr. Taylor did say. Taylor was told when he 
spoke to Morvillo back in the summer not to get involved 
in any further activities and to stay awey from any crimes. 
Mr. Taylor did say that he did not abide by those 
instructions and got himself involved in Automated and did 
not tell Morvillo about Automated and I think he said 
June of '71 rather than May. <mhmh» 
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***** THE COURT: Go ahead. 

Q From the charts which are in evidence, have 
you computed how many shares Kosa Security Corporation 
bought from its original subscribers to 15,000 shares? 

A Koss Securities bought from the original sub¬ 
scribers, working off the chart, a total of 2,800 shares. 

Q From the same charts, have you computed how many 
shares the original subscribers of 15,000 shares sold 
altogether? 

A The total number of shares that the original 
subscribers sold, meaning stocks tin their own name, 
they sold through Koss Securities, 8,200 shares. 

Q From the charts, have you computed how many 
shares — 

THE COURT: Pardon me, 8,200? 

THE WITNESS: Yes, your Honor. 

Q From the charts have you computed how many shares 
Koss Securities Corporation bought in the after market? 

A Working off the chart that is marked Exhibits 
3-A through 3-RR, in other words, the order tickets, 
the house bought in the after market a total of 4,500 
shares up to trade date 5/24, and they bought an additional 
4,310 when you go through trade date from 6/25 through 
9/22. 
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THE COURT: Let's get this straight. Koss 
Securities bought in the after market how many shares? 

THE WITNESS: We wanted the two periods — 

THE COURT: Up to the date that it broke. 

THE WITNESS: 4,500 shares, your Honor. 

THE COURT: After the date — what is that date, 
June what? 

THE WITNESS: It was the end of June. I don't 
remember the exact date. 

MR. SORKIN: I think it was June 24th, your 

Honor. 

THE COURT: June 24th, the date the stock 
broke, and after that an additional — 

THE WITNESS: 4,310 shares. 

THE COURT: Go ahead. 

Q From the same charts have you computed how many 
shares Koss Securities Corporation sold in the after market 
to brokers, dealers and customers? 

A We totalled that out to be 3,950 shares. 

MR. WEISSBERG: I have no further questions. 

MR. MITCHELL: Your Honor, I have just one or 
two questions with this witness. 
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his commission and be done with it. 

But he held back on the $15,00C and additionally 
he held back on the 15,000 shares because as the evidence 
shows, even though his customers purchased it, he clearly 
controlled it, to wit, the Macher transaction. 

H1L COURT: Let's get to Mr. Weissberg's mathemati 
and let's clear that up. 

MR. SOPKIN: Your Honor, with respect — 

TUB COURT: He has given you your mathematics. 

I want your answer to his mathematics. 

MR. SORKIN: Your Honor, I don't agree with his 
mathematics. Ilis mathematics show, and we all agree 
on this, that 5,000 shares were sold back — 

TUB COURT: He started out with 15,000 shares, 

correct? 

MR. SORKIN: Yes. 

TUB COURT: Your records show that he sold 
those 15,000 shares. 

MR. SORKIN: No, we do not contend that he sold 
all 15,000. Me contend that he sold 5,000 back to 
Interstate. 

THE COURT: He had 15,000 and you have chart 84 

there. 

MR. SORKIN: You mean he sold the 15,000 in the 
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underwriting? Yes. 

THE court: That's what I am talking about. 

MR. SORKIN: Yes. 

THE COURT: So he sold 15,000 shares in the under 

writing. 

Now, how does he get those 15,000 back, then, 
is what Mr. Weissberg is pointing to. 

MR. SORKIN: He gets it back in a number of ways. 
First of all, 5,000 ~ with respect to the first 5,000, 
your Honor, this 5,000 here, we know that with respect to 
John Murphy's thousand of the first 5,000, Murphy 
never purchased the stock. 

So Mr. Koss used Mr. Murphy's name and assigned 
the 5,000 shares in Mr. Murphy's name, which is a — 
the COURT: All right, so Koss has 1,000. 

MR. SORKIN: okay. With respect to Mr. Reisch, 
your Honor, there is testimony that Mr. Reisch wanted to se 
and he sold, so that is 500 there, with respect to this 
thousand, it was in Mr. Koss' house account. How it got 
there we don't know, but. he had possession of it. 

With respect to Rost, Emkay and Berger, one 

can only infer that either they wanted to sell as did Mr. 
Reisch, or Mr. Koss — 

nil, COURT: Were they names on the original? 
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MR. SORKIN: Yes, they were, your Honor. They are 
named on the original issue. 

Do you want to see that? 

THU COURT: Ho. I will take your word for it. 
Those are the 2,000 shares that were discussed yesterday 
actually. 

Hou^e, Rose, Emkay and Berger add up to 2,000 

shares? 

MR. SORKIN: That is correct. That is 2,000 
here. The murphy shares are the thousand Mr. Koss used 
Mr. Murphy's name for. The 500 were recommended and the 
.j toller, one can only assume it could be one of three 
things: Mr. Koss used Mr. Stoller's name, or Mr. Stoller 

wanted to sell as did Reisch, or Mr. Stoller was 
recommended to sell, as was John Daskalakis. 

THE COURT: So therefore you have got 3,500 
shares accounted for. 

MR. SORKIN: 1,000, 2,000, 3,000, and the last 

4,000 — 

THE COURT: Who has got that? 

MR. SORKIN: 1,000, 3,000 for Murphy and these 
two 600 make a thousand. 

THE COURT: I don't understand the purchase and 
amount of shares sold. I thought the house sold a thousand 
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Rost only sold 200. 

THE COURT: The house sells a thousand, Rost, 
Emkay and Berger make up a thousand that are sold to 
Interstate, 300, 500 and 200. 

the COURT: That is a thousand. 

MR. SORKIN: Murphy is 3,000, and Reisch and 
Stoller are 500 each and they make up 4,000. 
the COURT: Yes. 

MR. SORKIN: with respect to the last thousand, Mr 
Koss has a confirmation ~ perhaps I can lift this up. 

Mr. Koss has a confirmation of 800 shares for Joel Macher 
on 4/13/71. Mr. Macher testified that Mr. Koss had told 
him that he already sold 800 out, even though Mr. Macher 
had never purchased the stock. So we have 800 here for 
Mr. Macher as part of the Count 13 charge — 

THE COURT: We are not talking about Count 13, 

Count 1. 

MR. SORKIN: Okay, it shows 800 here and the last 

200, your Honor, is Hr. Jack Sobel. So 800 and 200 makes 
the first 5,000. 

THE COURT: All right, that's 5,000. 

What about the other 10? 

MR. SORKIN: We can’t speak for the other 10. We 
can only speak for 5,000 that Hr. Hellerman sent Mr. Layne 
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very well be that his 
can't really speak for 


THE COURT: That 5 that you are giving me all 
were transferred into Interstate, weren't they? 

MR. SORKIN: They were sold to Interstate, that 
is correct, your Honor. From Koss to Interstate. 

THE COURT: That is not the 5,000 he gave Layne, 

is it? 

MR. SORKIN: No, it is not. It is a different 

5,000. 

THE COURT: That is what I am talking about. where 
is that 5,000? 

MR. SORKIN: Your Honor, with respect to that 5,000 

THE COURT: In other words, where did Koss have 
5,000 to give Layne? 


MR. SORKIN: Well, we know this much, your Honor: 
We know that at least 2,500 of it comes from Angona and 
Saxon, because Mr. Angona buys 1,500 from Mr. Koss' house 
account. We don't know how Mr. Koss got 1,500 into 
his house account, but we would be supposing or speculating 
that Hr. Koss bought back 1,500 from some of his other 
customers. 


THE COURT: This Angona-Saxon deal, which is 2,500 
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right? 

MR. SORKIN: That is correct, your Honor. 

THL COURT: That isn't the 5,000 that is delivered 
to Mr. Layne, is it? 

MR. SORKIN: I believe it is, your Honor. I think 
Mr. HeHerman testified that the 3,000, or 2,500 was part 
of the Layne Saxon. 

1HE COURT: That is what he said, but I have great 
difficulty understanding it mathematically. 

MR. SORKIN: If I may, your Honor, Mr. Angona 
is just a name. Mr. Koss, according to Mr. Hellerman's 
testimony, wants out of the stock very — 

THE COURT: Wait. There are two things here. 

The proof is, as I understand it, that He Herman sendf Layne 
to Koss and Koss gives Layne 5,000 shares to take back with 
him. 

MR. SORKIN: Yes. 

THE COURT: The 2,500 to Saxon and Angona can't 
be part of that 5,000. I know Hellerman said it was. 

MR. SORKIN: It can be, your Honor. 

THE COURT: How? 

MR. SORKIN: Very simply. Because Saxon and 
Angona are just names that Hellerman told Mr. Koss to use. 

He told Mr. Koss, "Look, in effect, you take —" I think 
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he said 3,00 or 2,000 or 1,000, I'm not sure. "You take stoc 
and put it in their names. It will be our stock, but 
put it in their names. Use their names." 

THE COURT: I thought this was the means of 
getting rid of it, in addition to the 5. This was helping 
Koss to get rid of his stock in addition to the 5,000 that 
he physically gave to Layne. 

MR. SORKIN: No. This is helping Koss get 5,000 
back because Mr. Koss said in the beginning he wanted 
to keep 5,000 on his own, and Mr. Hellerman agreed. So now 
Mr. Koss has to get back 10,000 to Mr. Hellerman. He does 
5,000 through Interstate and now that leaves 5,000 
left is done this way: 

Mr. Hellerman calls up Mr. Koss and he says, "All 
right, if I am not taking out fast enough, take some 
stocK and put it in the names of Angona and Saxon." 

THE COURT: He taking them out is not the same as 
delivering the buy. Thatis a different 5. 

MR. SORKIN: If I may, your Honor, I am going 
to shov; you how he gets the stock. 

MR. SORKIN: Mr. Koss takes 1,500 shares and he 
puts it in Angona's name. 

Now, Angona doesn't exist for Koss' purposes, so 
a man by the name of Angona has 1,500 shares. 
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THE COURT: Right. 

MR. SORKIN: Ilcllerman doesn't pay for it. He 

does the same thing with Saxon. Dugan sells 1,000 shares to 
Saxon. 


THE COURT: Yes. 

MR. SORKIN: Okay? Now, there is 2,500 shares now. 
Saxon and Angona are two names in which 2,500 shares are 
sitting in the account. 

When Mr. Layne goes down to Mr. Koss, 2,500 
shares are taken out of their account and delivered to Mr. 
Hellerman. Mr. Hellerman then has to pay Mr. Koss for 
those 2,500 shares. 

The thousand here is $4,000 here and 1,500 times 
a dollar and a half, whatever the figure is, $8,000, whatever 
the figure comes out to. Mr. Hellerman doesn't pay for 
that 2,500 shares. Mr. Koss then gets a check from Taylor, 
who gets it from Mason, writes a letter to the NASD and 
says, 'The proceeds of the check were used —" 

IIIU COURT: You are saying the Saxon-Angona 
2,500 shares are part of the 15,000 that are delivered? 

MR. SORKIN: That's correct, and I believe there 
is testimony on that, your Honor, from Mr. Hellerman. 

THE COURT: All right, so that's 2,500. Keep going. 

MR. SORKIN: Very well, your Honor. 


! 
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TMJ; COURT: What is the date that they fixed Layne 
going to get the stock? 

MR. SORKIN: I believe Mr. Heilerman returned from 
Florida on the 18th, your Honor, and I believe he said the 
meeting was on the 22nd and he instructed Mr. Layne to go 
down after the meeting. There is no evidence thatMr. 

Layne went down the day after the meeting. There is evidence 
that fir. Layne went down, but we don't know when. 

THJ: COURT: All right. 

MR. PANZER: Where is the evidence that he went 
down; eyewitness evidence that he went down? 

THE COURT: He told him to qo down and the stocks 
were brought back to him. Heilerman said thac. 

MR. PANZER: He said he sent him. 

THE COURT: He said he got the stocks. 

MR. PANZER: He didn't say from whom. 

THE COURT: I think it is inferential, Mr. Layne. 

The jury can draw that inference. If I tell Mr. Layne to 
go qet them and then I get the stock, I must assume Mr. 

Layne brought it, because Joe Zilch didn't bring it. That's 
a fair inference for the jury to draw. 

MR. SORKIN: Your Honor, with respect to the trading 
account, it is impossible to tell which of the remaining 
2,500 shares were picked up by Mr. Heilerman. 
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Actually and I will try to do it from the chart 
to try to indicate what Koss sold during this period, and 

9 

what he bought — considering only the ten days or, rather, 
the entire period from March 16th through April ]8th as 

follows: I will take first the purchases by Koss and then the 
sales by Koss. 

The purchases were,March 23rd, 300 bought from his 
own customer Friedman. 

March 24th, 200 bought from his own customer 

Macher. 

April 8th, 300 bought from his own customer Garson. 
April 8th, 300 bought from his own customer 
liraunstein. 


April 8th, 300 bought from his own customer Howard. 
And that's all. I haven't got a figure on that. 

THE COURT: Wait. What about Gearhart? 

MR. WEISSUERG: Oh, yes. April 13th, 1,000 bought 
from his own customer Gearhart. 

Also, April 14th, 100 bought from his own customer 

Darcy. 


April 14th, 200 bought from his own customer 
Daskalakis. 


Apri1 14th, 100 bought from his own customer 

Rostoker. 
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April 16th, 500 bought from J. Patel, who was not 
an original subscriber. 

I don't read beyond the 16th, because the question 
is what did he have available for the 1-ith, because, even 
assuming these transactions on the 19th. which are special — 
ana I will talk about them — he could not have had the stock 
certificates until some time thereafter because it takes tin* 
to transfer a stock certificate. 

S ° if yoU Wil1 ^ ust me a minute to add that up 

here — 

THE COURT: 3,300. 

iIK. WLISSBERG: That he bought. 

THE COURT: Yes. 

MR. WEISSBERG: There you have the situation. 

Now I want to go backwards from this chart and then 
the prior one, as follows, as to what Kcss sold in the same 
ten-day period. Here, I have already indicated the sales 
to Interstate Equities, Zardus' firm, amounted to 5,000, so 
1 am going to leave those out and consider only other sales. 

on April 16th, Kcss sold fifty shares to Fahnestock, 
on April 10th, Koss's customer, Karkowski, sold 400 shares 
to Fahnestock. 

On — 

TiJL C0URT: T a,n n °rry. Wasn't it that Koss sold 
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and not whether the customer sold? 

MK. WEISSBERG: Yes. Perhaps I ought to consider 
only that, because it is perfectly obvious that sales to 
firms other than Interstate simply were not available for 
delivery — for pick-up by Layne for the use of Uellerman. 

Jllh COURT: My point is, you have already sub¬ 
tracted the 8,200 shares sold by subscribers in the after 

market. Wow you are trying to establish what Koss sold in 
the after market. 

MR. WEISSBERG: Yes. Thank you, your Honor. 

I will confine myself only to vhat Koss himself 
sold m the after market. Retracing it, on April 16th, Kos 
sold fifty shares to Fahnestock. 

On April 8th, Koss sold 500 shares to Rothchild. 
That is all on this chart. 

<>h, yes. I don't know why I missed that. On the 
same day, April 8th, Koss sold another 500 shares to 
Rothchild, which I think so far amounts to 1,050. 

uMR. SORKIN: That is the first one, Mr. Weissberg 
i'.R. WEISSBERG: It has got to be that. 

MR. SORKIN: I am sorry. 

MR. WEISSBERG: Here we see on April 5th, Koss 
sold 200 shares to Dixon Dolce, a broker. On April 7th — 
THE COURT: That's Interstate. 
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.IK. WLISSI3ERG: That's out. That's all. 

how much does that total? 

THU COURT: 1,700. 

HR. WUISSBKRG: L,700. 

how, if i could have a minute to collect myself 
and do the arithmetic — no: it's 1,250 

Mr. Koss, who is more familiar with the mathematics 
and faster — perhaps he has a quicker train than I — he 
tells me that the net result is that his firm was long, mean¬ 
ing that they owned a net balance of 1,950. 

how, that's all they had, and if that's all they 
had, then how in the world could Layne go on Monday, April 

lyth ' 1071 ' and P ick U P 5 ' 000 shares, actual, physical stock 
certificates, from Koss' firm? I say to you it's impossible. 
It could not happen, and, therefore, I think it is a safe 
thing for you to reason and to make a finding that it did 
not happen and to draw the necessary consequences from that 
as to whether you can rely on what Hellerman said as to Mr. 
koss' participation in this conspiracy. 

hear in mind also the words of Mr. Koss and the 
others about the terrific fight between nimself and Hellerman, 
not only once but on several occasions. What could this 
possibly be about? Well, he did tell us one version, but it 
was always.the same thing: Koss is selling stock into the 
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market, as you see from all the other brokers that obtained 
stock from Koss, and Hellerman threaten.* to break his legs on 
one occasion. 

Using Hellerman* s words, "There's a ight. ** 

And on another occasion, at tie Carriage House. 

Why was that so? Is it because Koss war cooperating, as 
these conspirators say, or because he was not cooperating? 

And yet he was unwillingly in the same Loat with them, because 
they had stock of Automated they wanted to push up. He 
had stock -- he couldn't get these fancy prices. He was 
selling it to the market at whatever price he could get. 
ile couldn't, get it from them, and he didn't get it even from 
Hellerman' s; agent/ Sardus, because, bear in mind, coming 
back now to the 5,000 shares that were sold through Sardus, 
he said they would be sold at a dollar and a half a share, 
but look at what happened. 

SOU shares at l-5/16ths. That's somewhere around 
■?1.3() a share. 200 shares at l-5/16ths, again at $1.30 a 
share. 300 shares at l-5/16ths, again, $1.30 a share. 

I, 000 shares at 1-5/lbths, again at $1.30 a share. 

1 am not going to take the time —- or maybe I can 
if I look through here and just read it off to you. I see 
here 2,000 shares a $1.50, and Joel Macher, 800 shares at 

J. -3/8ths. Then I see .1. Hobel, 200 shares at $1.50. Those 
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were the transactions with Interstate. 

r.o I submit to you if this did not happen, then the 
relationship of Koss to this conspiracy was not as a co¬ 
conspirator but as someone who was being dragged along, and 
they were always fighting, because Koss was doing what they 
didn't want him to do, namely, selling his stock and getting 
out, because he wanted no part of them. 

Kow, an important thing comes along that has nothin 
to do with this part of it, but it is very important for you 
to know, that when the price of the stock dropped between 
June 22nd and June 24, 1971 ~ Can I have that chart, please, 
the one with the steep drop — On June 22, 1971, the price 
was either 5,-1/4 or 5-3/8ths for shares of Automated. It 
uropped the next trading day to around 4-3/8ths or 4-1/2; 
then it dropped to 3-7/8ths, and then this steep drop here, 
to one dollar a share, where it zigzagged up and back some¬ 
where between one and one and a half a share until the last 
entry is October 29, 1971, where it is shown as "Value Zero". 

Wg llavo introduced in evidence confirmations of 
purchases beginning with the day of that steep drop, after 
that day and continuing until September 22, 1971. The records 
show that during that time at the market prices shown on that 
chart, Koss bought 4,310 shares, and, as a result, as shown 
on the trading ledgers, Trading Ledger Lumber 2, which is the 
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complete one, which is also in evidence, Koss had a net 

loss of$1,205 on its entire trading account in shares of 
Automated. 

how, if Koss was a part of this conspiracy to any 
extent, if he knew that these crooks were rigging the price 
of this stock, I ask you, would he buy? 

a 

Ihere are a great many other contradictions in the 
testimony which indicate that the testimony could not and 
cannot be relied upon. 

One of the things I v/ant to talk about is this 
check, which has the writing on there, that I think you will 

see -- you can take it into the jury room -- "Koss Securities 
Corp" is written on there. 

Let me Read Hellerman's testimony on the subject, 
if you will just bear with me while I try to find it, 
beginning at page 202, line 24. 

It was a Friday night, and when this check had 
to be cashed — with Murray Taylor and I wanted to cash this 
check and Lazarus was closed, we couldn't get the cash, and 
Mr. Koss' bank was open, and Mr. Taylor went with Mr. Koss 
t-his bank and got this check cashed." 

We have stipulated, and the 1971 calendar shows, 
that Iriday night, that a Friday night in April 1971 was 
Friday, April 14, 1971. 
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'.'OU nirplv add U|> fron his tralinq ledqcr the 
transactions by his firm tradinq account buyinq and 
scllinq - they arc not aqcncy, he doesn’t do it for a 
customer, he docs it for his o- n interest - he !„ys an,! 
sell , for his o.,h account - you add up lyre the nunber of 
■•ales to his house account — Friedman, ion shares; 

'lacher, 2nn shares; Cols, 300, Sch’.’eicl'ar- , 300, Carson, 
eroenstein, Howard, all of that - add that up and v„„ 
are uoinq to find that when vou add up the layers Pr. Koss 
cones out with approximately 5230 shares on April 23rd. 

1 don’t have time, but vou add it up and vou win 
see as or April 23rd, some 'ivo days after ho returns from 
Florida, and hr. Holloman sends ;ir. Layne down to picl up 

the stool., there’s at least 5000 shares sittinq in hr. 

Koss * (’iccount. 

- HI OURT: Did lie coll during that period? 

I' ■> * Snpi'TfJ • p 

Ver,, ho no Id du-ino that period, 
and T an accounting ro the lm”a. You subtract Hhut ho 

liuv fron what ho .sol In, and ”nu are coi ng to cone out with 
about 2 7 ') 0 shares . 

r said over 5000 , didn't I? Didn't T say over 
50007 l ' oll » boro's 2750 shares, 2750 shares up to this 
date. You can add then up ''ourself. /'dd then up with the 
other chart. 2750. 
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”ol 1, hov; does ho po^i ]>] ■«' have 5000? it's 
ver*' sinple. Me does the flip. Saxon, \nr»ona. Hr huvn 
1000 shares from Duqan and puts then in Saxon's account, 
hut Saxon doesn't have an account there, it is ”r. Toss' 
account. ho just used the nano. 

And Mr. Anqona, re don't hno« ’'hero thin 150 0 
cane frori, but re l:nov.’ it .i r» in Anqona's account. !?o sa*»s 
ho bouqht it fron the house, hut this is the house, and 
Ancona didn't have an account there. These are tro names 
llollcrman told him to use. 

‘to. ITTpcnruC: There is no evidence to that 
effect, vour honor. 

Till' COUPT: T'in rorrq that is up to the jur-'. 

'IP.. qopKTM: Anqona and flaxen rere the too names 
qiven to Mr. Koss bv Michael Ilellerman. T don't have time 
to qo over the testimonv, as T have done repeatedly here, 
but if "ou rant to hear it as): for it. 

That's 2500 shares. Add that 2500 reflected on 
the confirmations v/hich he doesn't shor hroro and "ou are 
coincj to cone out v’i t' 1 2750, rjth 2500, sr vou ’/ill have in 
excess of 5000 shares sittinn in liis house account as of 
April 23, 1971. 

Just a couple more points T want to show vou 
ladies and qentlemon. These are the t "0 columns, the blue 


SOUTHERN DISTRICT COURT REPORTERS, U S, COURTHOUSE 
POL f V SQUARE NEW YORK NY, CO T-4SE0 



koss;motion for mistrial 


Kolbort. 


A132 

? 1 5 9 


MH. MTTC1IFLL: You put then together in your 


sunmatjon. You created the impression that the none” v?as 
passed over v/hen vou know accord i ng to Kolbort'?' 0 tor” it 
couldn't have happened. 

MR. PORK III; T don' t know that. T an any inn 
Mr. Tolbert testified one wa”, and T s*” lr. Tolbert, when bo 
testified it was after they returned froi T,ns Vegas 
is not accurate. T an not calling ‘lr. Tolbert a liar. 

I'e is wrong. T believe Adlnan. 1 


Tf T nade an argument to the iury T'd sav ’lr. 
Tolbert nade a mistake, that he thouaht it was afterwards, 
lnit th.o evidence is clear that Mr. Kolbort not TIOOH, 

$500 and another $500, from Adlnan, and Adlnan got it from 
"tailor, and that the pavoffs took place 1 ofore thev wont, to 
T, is Vegas. The” '’ere partners. The” have beer called 
partners in this. 


”i teliol 1 


TIIT COURT: I think it is \jn to the jurv, Mr. 


MR. MTTCMKTiL: T wanted to nalre the point to 


protect the record. 


M T '. ,,T RTPCnr.Rn ; T have an appl i cati on , vour 


honor. 


1 novo f or a mistrial on the ground that M r. 
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nd 

Horlin bn*; addressed ho tho iur, incorrcct 1"' stated to the 
jury, that tho transaction on April 19, 1971, Hierobv Mr, 
Angonn bouoht 1509 shares from tho Koss rocuritios 
Corporation, thereb” providing additional '-hares for t!io 
defendants to use, and there!)'/ made available physical stock 
certificate- for the defendant to give to Mr. I.avnc to take 
back to Mr. l’cllerman, T think that that is so clearly 
illogical -- 

THI’ COU^T: It has always boon tho govornnont's 
contention throughout tho whole trial that tho Angona-faxon 
deal was part of the 5 999. 

M". ! 'rigr. IN' nr,: Yes, but that is. not rr r point, 
however. M*» point is a simple one. That that transaction 
of . ngom buvjng from the house did not put additional 
physical stock certificates in. Instead, jf it had boon 
com )lotod b'/ April 23rd it would have taken stock certificate: 
out, so that that should not bo considorcl. 

T!!T: COURT: That is up to the jurv, and T have 
said tliis, and indicated it during the trial. T don’t knov; 

’•h" "ou lot those charts in in tho first since, but you were 
anxious to havo thorn cone in. Mr. Cor) in is entitled to dravr 
whatever inferences from those charts he wishes, just as 
vou did. 

MR. t-M:iPPHrp.G: I sa'/ that is a clear error. 
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1 nid 2K.1 

2 | Till: COURT: I'm r.orrv, T don't find it a clear 

3 error. You ’.’anted the charts .in, Mr. "oi eshorn. "on didn't 

. object to them. 


5 


6 

7 

8 

9 

10 
11 
12 
13 


i 


14 


15 

16 


17 

18 

19 

20 | 

21 I 

22 : 

23 

24 

25 




Mil. Wi:if?riBr r 'G: J did, '<our Honor, when T 

started to 

THF COUNT: You did not. Tf 1 ever sent a 
message to a lav/yer — you wanted them in, and von admitted 
to no in the robing room that ”011 wanted them in, so the” 
are there. 

(Adjourned to 2:15 n. n.) 


X 
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U.S. COURT OF APPEALS:SECOND CIRCUIT 


U.S.A., 


Appellee, 

again*/ 


KOSS, et al, 


Defendants-Appellants. 


STATE OF HEW YORK, COUNTY OF NEW YORK 


I, Victor Ortega, 


Index No. 


Affidavit of Prr*onal Service 


lig¬ 


hting duty su on,, 


deposes and says that deponent is not a party to the action, it ovir 18 years of age and resides at 


1027 Avenue St. John, Bronx, New York 

That on the 8th day of ^August U.S. Courthouse, Foley Sq., New Yoi 


deponent served the annexed 


upon 


9 ' 

Paul J. Curran-U.S. Attorney Southern Dist, -Attny, for Respondent 


the in this action by delivering a true copy thereof to said tndnidval 

personally. Deponent knew the person to served to he the person mentioned and described in said 
papers as the Attorney(s) herein, 









